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Industry and Recovery 


BUSINESS STATES ITS CASE 


By C. M. CHESTER, President, National Association of Manufacturers, and Chairman of Board, General Foods 
Corporation 


Over station WJZ, and the basic blue network of the National Broadcasting Company, March 30, 1936 


SPEAK to you tonight as a manufacturer and dis- 

tributor of goods. I speak for thousands of men and 

women who are engaged in providing the material basis 
for the highest standard of living known to mankind. 

In these few minutes I want to give you the point of 
view of industry, of the manufacturer who in partnership 
with labor produces billions of dollars in goods each year 
and provides hundreds of millions for payroll and taxes. 

American industry has been told what it ought to do 
in so many different forms and by so many different people, 
that it finds itself troubled by too much impractical and 
unworkable advice. It is being told that it has hitherto 
drifted without scheme or plan. 

Yet we review the great accomplishments of American 
industry over a period of 150 years, and find a continent 
upon which industry has produced so high a standard of life 
that the luxuries of two decades ago are the common neces- 
sities of almost everyone today. 

This is not the result of a policy of drifting. It is the 
definite result of a philosophy of production and distribution. 
Industry sought, and achieved, reduction in prices. It made 
possible employment for increasing numbers of workers at 
wages which constantly provided an increased purchasing 
power. It recognized the efficiency of those who enjoyed 
increased leisure, and it provided conditions and terms of 
labor unequalled in any country on this earth today. 

This is the record of American industry. There have 
been dark moments of depression, but over a period of years, 
the picture is one of service in the building of a great nation. 

The genius of American industry is that it has devel- 
oped out of its own initiative and resources. From the very 
beginning, this has been a country not of a few large enter- 


prises, but of thousands, even hundreds of thousands, of 
competing and expanding business organizations. Many fell 
by the wayside. Some grew to great heights, and then went 
under. Others were lost in the sifting process of new inven- 
tions and new tastes. But throughout, the principal char- 
acteristic of American industry has been free competition, 
the reward to genius in invention and organization, and 
the recognition that every man with an idea and a will to 
labor can start from the bottom and reach the top. It is 
interesting to scan the names of the leading manufacturers of 
this country today and to discover that most of them have 
risen from the factory or the sales force. American industry 
remains democratic in principle and practice. 

If you will think back to your own experience, you 
will realize how true this is. Every unit of American in- 
dustry that you can think of, started in some small enter- 
prise. Some man thought of supplying a particular want. 
Steel started in the forge and blacksmith shop. Automobiles 
started in the wagon and bicycle shops. The food companies 
started often in some kitchen where a woman sold the 
products of her cooking to her neighbors, or with a grocer 
who thought of an improvement in the sale of food products. 
The electrical companies started in the backroom laboratories 
of inventors. And so it goes through American industry. 

Here upon a new continent, young and fearless men, 
sought and found new methods, new implements, new prod- 
ucts. The sewing machine, the steamboat, the Oliver plough, 
the McCormick reaper, Edison’s electric light, Bell’s tele- 
phone—thousands of new inventions, thousands of new 
commodities were produced in the American shop and fac- 
tory, not by theoretical planners but by artisans and farmers 
who have always provided the sinews for industrial leader- 
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ship. And are we at the end of our genius and initiative? 

Today, we stand at the threshold of new industrial 
accomplishments—air-conditioning, television, transportation 
by rail or through the air, twentieth-century housing—what 


vistas are before us—what a future we behold! We have 
not ceased to develop and to grow. We are only being held 
back by a theory that we, who have for 150 years managed to 
produce so much, have during the past few years lost our 
ability to serve the public well. We are asked to subject 
ourselves and our workers and our processes to the ideas of 
men who have never produced anything and who cannot 
point to a single enterprise under their control competently 
and productively managed. 


Again may I say to you, that the growth and develop- 
ment of American industry have not been haphazard but 
have followed general principles which time and experience 
have proved to be generally sound. Growth has been 
achieved largely by investing profits back into business—by 
keeping part of them as a reserve for a rainy day and for 
necessary expansion. 


It has been this principle which has been so great a 
factor in expanding the plants, affording opportunities for 
men to rise to better positions, increasing the number of 
laborers employed, raising wages, and in improving and 
diversifying the product and lowering its price. 


In our scheme of life, the men who put their thought, 
initiative, inventiveness, and energy into these enterprises did 
so because there was a reward in view. If they succeeded, 
they would improve the economic and social status of their 
families. Their children would enjoy the fruits of their 
labor. ; 

That reward was open to everyone—farmer, laborer, 
college student—to anyone of initiative, energy, intellect, and 
thrift. 

Now we hear that this was all a mistake; that thrift 
is an error; that opportunity has largely come to an end in 
this country; that the employer and employee can no longer 
co-operate in the development of industry—that they must 
be enemies and that some intermediary must come between 
them to maintain the peace. 


We know that such ideas are false. We know that 
the American manufacturer and the American worker are 
not enemies; we know they can co-operate. We know that 
we have upon this continent a classless society, because most 
manufacturers rise from the same social and economic groups 
as the men they employ. 


American industry has proved that it co-operated with 
labor during the Depression. It is proving the truth of this 
today. The American manufacturer has during the Depres- 
sion maintained employment in excess of necessity. Billions 
were spent by American corporations between 1930 and 
1933 in an attempt to maintain industry during a receding 
market for their wares. The bulk of that cost went into 
wages and salaries. This expenditure of industry, this eating 
into reserves, did much to turn the tide. American industry 
was willing and able to fight for its existence, out of its own 
reserves, and thus make it possible to go ahead today on a 
forward march. 

I think that the time has come when those who produce 
and distribute the goods of this nation should face their 
customers and workers frankly and squarely. We have 


been attacked and maligned. We have been made the foot- 
ball of political battle. 

Our record is open and bears fair and honest investiga- 
tion. We have in this country an industrial establishment 
which in efficiency and competence is second to none. It is 
the product of free men working under free conditions. No 
manufacturers, however, expect “complete freedom of pri- 
vate control without Government participation.” Such 
anarchism is impossible in so complex and interdependent a 
society as ours. Yet, we have heretofore developed because 
we have had regulation and not control, because we have co- 
operated with Government and have not been harassed by 
it. This experience of 150 years is worth a great deal. It 
would be ridiculous to cast it aside and turn over our vast 
equipment, our billions in property, and the welfare of mil- 
lions of workers to the mercies of experiments the result 
of which would be to set up some new arbitrary political 
and economic system. 

Industry is not only prepared but eager to co-operate 
with the Government, with labor, and with the consumer 
in bringing to a close this sorry chapter of our history. 

Industry is now being called upon to solve the national 
problem of unemployment by absorbing the man out of work. 
That is exactly what industry has been doing. 

But we are not unhampered in our efforts to achieve 
full re-employment. We are still harassed by political threats 
which frighten long term capital away from investments in 
durable goods industries and therefore interfere with one of 
the principal agencies of re-employment. We are hampered 
by labor legislation which is likely to increase labor disputes 
and to lessen competence in plant management. We are 
troubled by a widespread political publicity campaign which 
weakens the confidence of investors, workers, and consumers 
in management. 

We are facing current and potential taxes and restric- 
tions which make expansion, or even replacement, and there- 
fore re-employment risky. We are subject to costly and futile 
investigations and inquisitions which absorb the time and 
energy that should go into the task of re-employment. 

To those who now turn the task of re-employment over 
to industry, we reply: 


“We accept your challenge. Not by arbitrary methods, 
not by threats, not by Government competition, not by 
excessive and unsound taxes can re-employment be accom- 
plished. If Government will be truly sympathetic with busi- 
ness, it will aid the return to healthy, normal, economic 
conditions, and there will be further re-employment in this 
country. If Government will desist from irksome and costly 
experiments, and cease pursuing policies which keep private 
capital out of the durable goods industries, there will be 
re-employment. 

“Industry is sure that we are on the verge of pros- 
perity, and industry can be counted upon to do its part.” 


Much of what we have achieved over a period of 150 
years can be destroyed in as many minutes by careless legis- 
lation, by ‘thoughtless administration, and by vicious taxation. 
But if it is destroyed, with it will go the high standard of 
living of a free people who progress through life by the free 
competition of men of initiative, ability, and character. 

We business men do not often state what might be called 
a political and economic program. Yet, in these times, when 
we are being asked constantly to produce a constructive pro- 
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gram, how can we refrain from expressing ourselves with 
definiteness, particularly when we sense that the American 
people want business men today to state their case? 

Therefore, I will suggest to you this evening, a pro- 
gram, which we industrialists could endorse, and which I 
believe every thoughtful worker and farmer and “white 
collar worker” can endorse. It is: 

i. American industry believes in the Government 
acting as a regulatory organ, and safeguarding against 
monopolies, but it wants to be assured that regulation is not 
a disguise for confiscation, for the control and operation of 
industry. 

2. Progressive industry firmly believes in co-operation 
between the employer and the employee in the interest of 
each industry and of both groups, but we cannot accept 
class conflict as a basis for employer-employee relations. 

3. Industry expects to contribute its share of the cost 
of Government in the form of taxes, but taxes must not be 
used to compete with, and possibly eliminate, growth and 
expansion of industries. 






















4. Industry supports a constantly rising standard of 
living, but it insists that wages, salaries, dividends, and 
taxes, come out of productivity. 

5. Industry welcomes development and improvement in 
Government, but it insists that sound management and the 
best interests of all factors in industry, the worker as well 
as management, require a strict adherence to law and to 
orderly processes of administration. It does not wish to 
control Government nor does it wish to be wholly controlled 
by it. 

Ladies and gentlemen—A house divided against itself 
cannot stand. That is just as true today as it was nineteen 
hundred years ago. The major problem of unemployment 
will never be solved by misunderstandings and recrimina- 
tions. Temporary political success may be gained by unjust 
indictment of industrial accomplishment. But we are a fair- 
minded people and in the end the truth will prevail. 

In a spirit of co-operation industry stands ready to do 
its part to cure this evil of unemployment and to inaugurate 
another 150 years of progress and service. 


Issues Before the People 


By WILLIAM E. BORAH, U. S. Senator from Idaho 
Chicago, Illinois, March 22, 1936 
(Transcript by the National Broadcasting Co.) 


N the last campaign, in 1932, about a million Repub- 

lican voters in the State of Illinois left the Republican 

party and went over to the Democratic party. Over 
ten million of Republican voters left the Republican party 
throughout the nation and went over to the Democratic 
party. These ten million men and women had been reared 
under: the tradition of the party and were loyal in their senti- 
ments as Republicans. 

Now, why did they go and how are we going to get 
them back? We cannot succeed in the coming campaign 
without them, and I venture to say that we will not get 
them back by putting into power those who drove them out. 
And if you will look at the organization in the State of 
Illinois and the men who are leading the organization you 
will recollect every face of those who drove them out of 
the Republican party, and if they are sitting in the front 
row at the Cleveland convention and dominate the platform 
and name the candidate, that ten million never will come 
back and other millions will go with them. 

Why not be candid with ourselves? You can fool part 
of the people part of the time, but you can’t fool all of the 
people all the time, said the immortal Lincoln. 

So, my friends, I came into the contest for the pur- 
pose of driving this issue out before the people, and I may 
not be nominated at Cleveland, but I have succeeded already 
in driving it out before the people. 

In this State the primary would have gone by default 
had it not been for the fact that I had the temerity to come 
in here and file, and I am going to give you an opportunity 
to exercise the blessed privilege of helping to select the nom- 
inee for the Presidency upon the Republican ticket. 

Now, my friends, I suspect that there is less real par- 





tisan feeling in the hearts and minds of the American people 
at this time than at any other time in the history of our 
country. Their trials have been so severe and the mistakes 
of mere partisan action have been too common and too ap- 
parent, and the future is too doubtful for them to be led 
away from their personal troubles, which are constantly 
gnawing at their heartstrings. 

They are interested in issues. They are interested in 
principles, and the matters with them are too serious to be 
controlled other than through the presentation of issues and 
principles, and it is up to the party of which we are members 
to present the issues and present the policies which will com- 
mand the attention and rivet the support of the American 
people in the coming campaign. 

With the party in power I have more than once agreed; 
because I have, I am now criticised and my allegiance is 
questioned. I have no apology to offer. I supported issues 
whenever I thought those issues were in the interest of the 
American people. 

In the thirty years in which I have been in the Senate, 
I can truthfully say that I never supported an issue or a 
measure simply because it was a Republican measure, and 
never voted against a Democratic measure simply because it 
was a Democratic measure; and therefore, when this great 
emergency was on us, I adopted a course of undertaking to 
determine as best I could the issues and policies which were 
in the interest of the average man and woman in the United 
States, and I have voted accordingly and I am not going to 
repudiate any vote which I cast. 

But on the other hand, as you know, doubtless, there 
have been issues with which I very greatly differed with the 
administration. They seemed to me to be issues of very great 
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moment; they seemed to me to be issues of very great con- 
cern to the American people, and those issues, I think, are 
entitled to candid and courageous discussion before the 
American people, and that is the task which I have assigned 
to myself. 

Now, let’s reflect for a moment over some of these 
matters. You know, in every great emergency, political or 
economic, we naturally grow restless against established 
principles of government, and sometimes think that we must 
have radical changes in government in order to serve our 
interests; but ordinarily the fault is not in the principles of 
government under which you live, but in the application and 
the utilization of the powers which we have. 

I am one of those who believe that our Government 
is sufficient and efficient to render all service necessary to 
the American people. I believe that the powers which 
we have, if properly used, are sufficient and ample to enable 
us to remove the evils and the errors both economic and 
political, of which we complain. Let us take an illustration: 

At the present time the most serious attack that is being 
made against our Government is upon the courts of the 
United States. It is claimed that our courts are an ob- 
struction to progress and stand in the way of the people’s 
interests. You may recall that after the Civil War it was 
claimed that the Supreme Court of the United States stood 
in the way of the program of reconstruction, or the rebuild- 
of the Union. 

The Congress of the United States passed a law pro- 
viding for the trial of civilians without a trial by jury and 
before a court-martial. It was thought to be in the interest 
of the program of construction. A man in your sister State 
was arrested, called for a jury trial, was denied it, tried by a 
court-martial and sentenced to be shot. He appealed to the 
Supreme Court of the United States, and the Supreme Court 
of the United States declared that the Constitution which the 
people themselves had made gave every American citizen 
the right of a trial by jury and turned the prisoner loose. 

A more vicious attack was never made upon the court 
than was made upon the Supreme Court of the United States 
when it declared the right of trial, to have trial by jury, to 
every American citizen was inviolate. 

They were attacked by great leaders, and attacked by 
great Republican newspapers. But if the courts had yielded 
to the demands and passions of the hour, we would have es- 
tablished in this country the law of a military trial for the 
civilian citizens of the United States. Thus passions and 
party spirit override or seek to override the fundamental 
principles of our Constitution and of the powers of the 
Supreme Court. 

Do we want, my friends, to place ourselves in a posi- 
tion where we deprive the American people of the right of 
a nonpartisan tribunal to pass upon the rights and the guar- 
anteed liberties of the United States? 

Take another illustration: During this period an editor 
was arrested for writing an article in criticism of the Gov- 
ernment. He was sent to jail under a military tribunal de- 
cree. He sued out a writ of habeas corpus, took his appeal 
to the Supreme Court of the United States, and before the 
appeal was heard a partisan Congress repealed the law which 
gave him the right to be heard before the tribunals of his 
country, and the editor went back to jail and stayed there 
until his military sentence was out. 


It is very easy, when you break down the fundamental 
principles of Constitutional Government, to step from the 
arena of individual liberty into that of supreme, arbitrary 
despotism, and I say that one of the most important questions 
before the American people today is that of preserving in 
all its integrity the Constitution of the United States and the 
power of the Supreme Court of the United States to con- 
strue the Constitution when the citizens ask them to do so. 

But, they say, in criticism of this theory of mine, “Where 
does the Court get the power to declare an act of Congress 
unconstitutional?” Will you be patient with n.: a moment 
while I discuss that? I suppose I have had thousands of 
letters in the last three or four months on that very question. 
How does the Court get the power? Is it not a usurpation? 
Are we not living under a usurped judicial oligarchy? 

The Supreme Court gets the power from the Constitu- 
tion which the people of the United States made, and if the 
people of the United States do not want the Court to have 
the power, the people may amend the Constitution, but no- 
body in the city of Washington has a right to amend it! 
The people alone have that power. 

The Constitution of the United States declares in its 
own terms that it is the supreme law of the land; all other 
laws are subordinate to it. It is the supreme law. If it is 
supreme, then it is superior to any law which Congress may 
make; and the Constitution also declares that all judicial 
power is vested in the Supreme Court of the United States 
and such inferior courts as Congress may create. 

Now let me give you an illustration. Suppose Con- 
gress passes a law denying the right of freedom of religion, 
undertaking to control men and women in the worship of 
their god—and such laws have been passed—and suppose 
that you, believing that you have a right under the Consti- 
tution to worship in accordance with the dictates of your 
own conscience, are arrested under a law passed by Con- 
gress; do you not want a tribunal somewhere to which you 
can go? And that is the supreme law of the land, declared 
superior to that of an act of Congress. 

Suppose you are in jail and you ask for a trial. Do 
you not want a tribunal which has the power to say that this 
law under which you are suffering imprisonment is in vio- 
lation of the express terms of the Constitution of the United 
States? 

Or suppose that they pass a law curtailing the right of 
free speech, and you are undertaking to address a public 
gathering—and if there is anything in the world that a 
dictator hates, it is free speech—and suppose while you 
are addressing your neighbors and advising them of the 
injustice of this or that sort of policy you are sent to jail, 
how are you going to get out? By an appeal to the tribunal 
of the United States, which has the power to say that the 
supreme law of the land which the people have made con- 
trols and not an act of Congress. 

It is often said that the Supreme Court is favorable to 
business or to big interests but unfavorable or unsympathetic 
with the average man and woman. Those who say that to 
you fail to look through the record of that great tribunal. 
Time and time again men have gone before it without 
friends o: money, without influence or power, with nothing 
in God’s world save the Constitution over their heads and 
appealed for their liberty, and I challenge any living man 
to show a single instance in which the Court denied it. 
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A few weeks ago a poor Negro in the South was ar- 
rested for crime. Great excitement prevailed. An effort 
was made to have him confess. He was hung up by his 
arms and then by his limbs, and let down and told to con- 
He declined to do so, said he had committed no crime. 
Again he was strung up. Again he was lacerated, and 
finally he confessed his crime, and on his confession he was 


fe *SS, 


_ convicted. 


This unlettered Negro found no relief until he reached 
the Supreme Court of the United States, and there he was 
given the construction of the Constitution which -enabled 
him to have a fair trial, humble as he was, insignificant as 


he was, in the affairs of the nation generally. 


Now, my friends, I have referred to this rather ex- 
tensively for the reason that there is a well-settled and 
apparently a determined effort in certain quarters to curtail 
the power of the Supreme Court of the United States, to 
curtail its authority to pass upon these questions, and, in 
my opinion, that brings home to the American people, not 
the great and powerful, but to the average man and woman, 
the question of personal liberty. 

Another question which has been presented to us 
recently, in the last fifteen years, and is still urged, looking 
to a change in our whole theory of government, relates to 
our foreign affairs, and I want to refer to it briefly. 

After the great war was over, it was said that the only 
way that we could have peace throughout the world was 
for the United States to become identified with and a part 
of all European controversies, and all European political 
affairs, and we were asked to abandon the foreign policy 
which had prevailed for over 100 years, which had been an- 
nounced in the days of Washington and maintained ever 
thereafter until the World War, and to join in a league with 
all other nations and become a part of the controversies and 
political embroilments of all the nations of the world. 

As you may know, I opposed that matter from the 
I do not believe that it is in the interests of the 
people of the United States to join any league of nations or 
to join any world court which is a subdivision of the League 
of Nations. 

Look at the situation tonight. No one can forsee even 
for a fortnight what may happen on the continent of Europe. 


- No one can foretell when a great conflict may again appear. 


It is my contention that whatever happens, whatever con- 
troversy arises, not a single American boy should be sent to 
slaughter on the fields of Europe. 

Let us be neutral, and remain neutral, and attend to 
our own affairs at home. And it is not easy to remain 
neutral because when war is threatened, the machinery of 
propaganda is turned loose on three continents. We were 
told before that we were going to war to make the world 
safe for democracy. And when we got through, we had 
nothing left but dictators. 

We are now told that we must go to war in order to 
make the world safe for peace. There is only one way by 
which we can approach the question of peace, so far as we 
are concerned, and that is to practice peace—friendship 
toward all nations, and, if they do not want peace and 
friendship, then we will do the best we can. 

Let me call your attention to one incident of the 
experience we had in the World War. We loaned the 


Allies a great many billion dollars. We went out to the 





taxpayers of the United States and collected billions of 
dollars and loaned it to the Allies. 

Since 1915 we have put into Europe about $40,000,- 
000,000 in all different methods. Now, if you had 
$40,000,000,000 now, you could pretty near pay our na- 
tional debt, if you would pay it right away, before it gets 
any larger. 

You could build a home, a respectable home, for almost 
every homeless family in the United States. You could pay 
three times over the entire mortgage indebtness upon the 
farms of the United States. And, if any man had said at 
the time that loan was being made that it would never be 
paid back, he would have been sent to the penitentiary under 
the Espionage Act. 

Indeed, a preacher up here in Mitaiiendee was sent to 
the penitentiary for saying that—and I spent five years get- 
ting him out. 

Now the money loaned, after a settiement for about 
50 cents on the dollar, is being repudiated. I say that a 
nation that will not pay its debt is an unsafe nation with 
which to make a treaty about peace. 

And the reason why this money is not being paid is 
because we have a lot of traveling salesmen going across 
the water every year—when I say “‘salesmen’’, selling their 
own publicity—telling the European people that they ought 
not to pay it, and that we do not expect them to pay it. 
They should pay it, and, if we were a little bit firmer, a 
little more determined that they should pay it, they would 
pay it. 

I cite that as an illustration of this comity, this friend- 
ship, this universal love into which they would draw us 
again in case a war should occur. 

My friends, there isn’t anything more important than 
the question of whether we can stay out or whether we 
shall stay out of any controversy which arises in Europe. 
While our home question seems more imminent, and our 
domestic problems seem nearer home, yet if we should be 
drawn into another war these domestic questions would sink 
into insignificance compared with the troubles which would 
come through that war. 

I doubt very much whether this Republic could or 
would survive another war of that kind. It might survive 
in name, but it would not survive, in my judgment, in the 
true principles of a free government. 

War is the great enemy of free government; war is 
the enemy of personal liberty; war is the friend of dictators; 
and it is to our interest to remain away from every con- 
troversy which does not involve an actual attack upon the 
people of the United States. 

It is said that all revolutions for the tet 300 years 
started from over-taxation; that is, all revolutions of any 
moment. People were taxed and taxéd and taxed, until in 
desperation they revolted. 

Now, we do not have revolutions in this country, of 
that kind, but we do have political revolutions and I should 
like to see one of that kind. 

The time has about come when we have got to consider 
just how far we can go in putting more taxes upon the 
American people. We are now spending as a National 
Government, we are spending $13,500 every minute of the 
day, including nights and Sunday. Now I agree perfectly 
and I want to be entirely fair—I agree perfectly that a 
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large portion of that is due to the conditions which have 
been presented by reason of the depression, and as to that 
I have no word of criticism to offer. 

I am not going to enter into any discussion of that 
question but I do want to call your attention for a few 
moments to the increase of taxes, wholly aside from the 
extra taxes and extra expenses incurred, necessarily incurred, 
by reason of unemployment and of relief. 

In the first place, let me say that it is often said by 
those who justify heavy taxes that we will tax the rich—the 
average man and woman won't feel it so much. It is a good 
way to redistribute wealth and, therefore, the question of 
expenditures is not so important to the average man and 
woman, after all; but let us bear in mind that we have 
reached the point where 61 per cent, according to a state- 
ment attributed to the Internal Revenue Commissioner, 61 
per cent of all our taxes now rest upon consumption, upon 
food, upon clothing, upon the things which we must all have, 
the things which we must eat, the things which we have to 
wear—61 per cent has already been transferred to those who 
are least able to pay. 

It is claimed now by experts that there are fifty-three 
different kinds of taxes in a loaf of bread, and one hundred 
and thirty-five different taxes in a gallon of gasoline. These 
taxes are drifting down, down and down, until they reach 
the person who cannot send them any further but must pay 
them in the things which he eats and wears. 

So the question of taxation is not alone a question of 
expenditure; it is a question of protecting the morale, the 
character of the American citizen, and enters into the very 
moral fiber of our citizenship. We have built up bureaus 
and commissions and Federal agencies and filled them with 
parties who were not needed in the service but who needed 
to be appointed, and we have been doing that for the last 
thirty-six or forty years. 

May I call your attention to some figures? Our popu- 
lation during the last forty years has increased 60 per cent. 
Federal jobs have increased 350 per cent. When the French 
Revolution broke out, one man in every five was on the 
government pay roll. Every four citizens carried an officer. 

Today, considering the age of our Government and the 
age of the French Government at the time of the French 
Revolution—and we are far ahead of French history at 
the time of the breaking out of the French Revolution !—if 
you could today strip the payroll of those who are unneces- 
sary, beginning with the Federal Government and running 
down through the State government and city government— 
and do not stop in Chicago, either—you would save enough 
money to balance the budget in the United States. 

In 1913 our taxes, Federal, State and local, were 
$2,259,000,000. In 1935 they were $12,500,000,000. Our 
national food bill today, our entire national food bill, is a 
billion less than our tax bill. Our per capita tax bill in 
1913, Federal and local, was $23.49; in 1922 it was $68, 
increased by reason of the war; in 1930 it was $83, in 1935, 
$84, and, if you count the debts which have been incurred, 
instead of our expenditures being paid by taxes it would be 
$100 per capita. 

Our Federal tax bill in 1913 was $632,000,000, or 
$6.89 per capita; in 1922, $3,545,000,000; in 1925, $29 per 
capita. The increase has been going om from year to year, 
from administration to administration, and from decade to 


decade until today 22% cents of every dollar of the national 
income is taken for taxes. 

Then let me go to another question immediately. I 
have now spoken of the power of the Government to levy 
taxes. I want to now speak of the power of private cor- 
porations to levy taxes. ‘The monopolistic power in the 
United States today is sufficient and efficient to fix a price 
upon practically every article which the citizen has to buy, 
either to eat or to wear. 

For forty years both the old political parties have 
apparently promised the American people in the campaign 
that if they were in power they would destroy monopoly and 
take away the power of private corporations to fix the price 
of articles, and for forty years the pledge has been broken, 
time and time again. 

If the Government can tax so that 22 cents on every 
dollar of income goes to the Government, and private cor- 
porations can tax so that 25 cents of your income goes to 
them in the way of fixed prices, where does the average man 
and woman in the United States have any chance of restoring 
purchasing power which is necessary to our economic exist- 
ence in the United States? 

This question of monopoly is purely a question of 
courage, but so long as these political organizations and 
political machines get their money from these corporations 
for the purpose of running their primary campaign and for 
the purpose of running their election, you will never have 
the courage after the election is over to turn upon your 
friend who furnished you the money. 

We have the laws ample and sufficient to put an end 
to monopoly in the United States. All we need is an aroused 
public opinion. 

A newspaper over in Ohio said that I would put up a 
straw man in the way of monopoly and knock him down. 
My friends, so long as that theory prevails, you will have 
what existed in 1929 at a time when we had the greatest 
wealth-producing year in our whole history. Over 70 per 
cent of the people of the United States were living upon 
the bare necessities of life. 
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What I Stand For 


By COLONEL FRANK KNOX, Publisher, The Chicago Daily News 
Before the Economic Club, New York City, March 24, 1936 


PRESUME, because I am being mentioned as a candi- 

date for the Presidency of the United States, that is 

why I have been asked to address you this evening. In 
fact, your president has stated that what you would like to 
have me do is to give you as clear a picture as I can of 
what I stand for. Let me state, very simply, the beliefs and 
principles for which I stand. 

1. I believe our forefathers were wise in establishing the 
form of government which they established—a form of gov- 
ernment which rests on the principle of home rule by the 
State and local authorities, coordinated by a Federal Gov- 
ernment of certain clearly limited powers and functions. 

In so doing they recognized that this country was too 
large and too diversified to be governed successfully by a 
single centralized government. That was true in 1789. It 
is true today. 

2. I believe that as conditions change laws must change 
with them; and I believe that our fundamental law, the 
Constitution, provides ample means and freedom within 
which to accomplish this purpose. 

But reform should come as a result of careful and de- 
liberate study by competent nonpartisan authorities. It 
should not come as it has come under the New Deal, as 
the result of “must legislation” driven through a rubber- 
stamp Congress by a willful Chief Executive—a Chief Ex- 
ecutive who apparently confuses mere activity, or change, 
with progress. 

The New Deal has produced confusion. Not because 
some of its purposes were not good. Not even because some 
of its actions were not good. But because both its purposes 
and its actions have not been clear—because they have been 
theatrical—and because they have been self-contradictory. 
lf, during the next four years we can eliminate this con- 
fusion, keep what is good and throw away what is bad, 
then we shall retain the benefit of radical stimulation and 
perhaps be able to work out some real and lasting reform. 

Take, for example, the whole question of money and 
credit. 

The various methods of tampering with the currency, 
or stuffing the banking system with government bonds, are 
all nothing but the desperate expedients of governments 
which spend more than they can raise by bearable taxation. 

The first step toward any real reform of our banking 
and currency system is a drastic change in fiscal policy—a 
change to the belief in the virtue of thrift and the vice of 
excessive spending. 

When that is accomplished and when honesty and com- 
mon sense once more prevail in government finance, then we 
shall still be faced with the necessity of providing for an 
adequate currency and banking system to take the place of 
the outworn, complicated and inconsistent crazyquilt under 
which we lie uneasily today. 

I am not so vain as to submit my single opinion as to 
what changes should be made nor how they should be ac- 
complished. I believe in a gold standard simply because 








I believe in a system which provides some degree of auto- 
matic control, rather than in a system into which enter the 
vagaries, and even the whims of any single human being 
or group of human beings. 

However, I believe that we have in this country and 
in other countries men capable of sitting down together, 
realistically to study all the available facts, to consider all 
the conflicting theories of money and banking, and to evolve 
eventually a structure far simpler, far more effective and far 
safer than anything we have yet known. 

This is not a job to be done hastily. 

This is not a task to be accomplished by mere debate in 
legislative assemblies—or, worse, to be enacted by legislative 
bodies without debate upon the demand of an executive and 
his personal coterie of advisers. 

It is a task that should be undertaken at once by trained 
minds working under the auspices of Government with every 
available assistance from bankers, business men and econo- 
mists. 

That is an example of the technique of reform in 
which I believe. 

I would apply the same principle of careful and delib- 
erate study to practically every problem of far-reaching 
importance. 

If, in the meantime, certain temporary measures of re- 
lief are necessary, such measures must, of course, be taken, 
but I would guard against allowing that to happen which 
so often happens; namely that a hastily devised stop-gap 
measure becomes confused with permanent reform. 

And, above all, I would guard against allowing tempo- 
rary measures of relief to establish precedents for wrong 
principles, or to create vested interests or pressure groups. 

3. That brings me to my third major principle; 
namely, the deep conviction that Government under our 
American system must remain the servant of the people and 
not their master. Under our complicated present-day condi- 
tions it no longer is possible to avoid vesting in an admin- 
istration some limited degree of discretionary power. It no 
longer is possible to have purely “a government of laws and 
not of men.” But the danger is ever present that the small 
necessary element of discretion will be increased by the de- 
sire of those in power to have more power. They get it 
through the failure of the people to recognize what is hap- 
pening. 

More and more power is sought, until eventually—as 
we can see only too well in Italy, Germany and Russia— 
all enterprise becomes government enterprise; the free func- 
tioning of the courts becomes a myth, the free press becomes 
not even a myth, citizens whisper behind closed doors—and 
all of liberty is lost. 

We, too, are on that narrow path. 
Court stopped us and made us think. 

We are thinking now—and in our own thinking lies our 
salvation. If enough of our people do their own thinking 
between now and next November, there is no question what 
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the decision will be. They will forsake the path along 
which they are being led—and return to the broad high- 
way laid out for them by the signers of the Constitution. 

It is not always easy, however, to draw the line between 
what are and what are not the proper functions of our 
Government. 

Let me take, as an example, the farm problem. 

We have had the Farm Board, devaluation, the AAA, 
and the farm loan agencies. Of these I should say that 
only the last had performed a real service in making it pos- 
sible to prevent foreclosures and to reduce interest rates on 
farm debts. But we must bear in mind that even at the 
worst only about half the farms of this country were heavily 
mortgaged, while 25 per cent of them were not mortgaged 
at all. 

The farm problem is still with us, and it will be with 
us until we recognize it for what it really is. 

Before getting into that, however, I want to say that 
nearly every one, it seems, has done more than a little fum- 
bling with the problem. In fact I make no exception of 
myself in this particular. I frankly admit it. The obvious 
fumbling that has been going on must have taught us that, 
while temporary stop-gaps may be devised to provide tem- 
porary relief, no permanent solution will come without real, 
thorough, deliberate and competent study. 

What the Government should not do is to attempt to 
tell the farmers what to plant, how much to plant, and in 
general to run their business for them. It should not even 
force them to use the information it supplies. Nature will 
take care of that. 

In other words, the Government should not look with 
horror—as Mr. Roosevelt looked with horror—upon the 
idea that “every farmer should be a lord on his own farm, 
free to plant whatever and how much of it he desires.” 

The second phase of the problem is that of providing 
the best domestic market for farm products. What agri- 
culture needs most of all is to have business and industry 
recover and take up the slack of unemployment, so there will 
be increased purchasing power throughout the country. 

Such recovery as we have had has come about more 
in spite of, than because of, Government action. 

Most people think of natural causes as if they were 
something that occurred without anyone making any effort. 
As a matter of fact, cyclical recovery from natural causes is 
a recovery that comes about through aggregate effort of 
countless individuals, each seeking to tighten his belt and 
buckle down to work. 

That, in my judgment, is what has caused whatever of 
recovery and re-employment we have had to date. 

And so, if we would restore business and industrial 
prosperity, the sooner we retire Government from socialistic 
experimentation, the sooner we stop wasteful spending, bal- 


ance the budget and go back to simple principles of thrift 
and honesty, the sooner will agriculture have the wide do- 
mestic market it needs. 

The other thing agriculture needs is the widest pos- 
sible foreign market. No matter how we expand domestic 
demand for farm products we cannot possibly consume all 
the cotton we can grow in this country. The same is true, 
to a lesser extent, of other crops. 

This leads and can only lead to one conclusion: 

We cannot regain our export markets unless we are 
willing to import more goods from other countries. Cer- 
tainly some of the conditions which justified a high pro- 
tective tariff no longer exist. I am not saying—and I want 
this clearly understood—that the tariff should be reduced 
hastily. Nor am I saying where, or in what particular, the 
tariff should be revised. 

Some of you may be disappointed that I have not made 
the kind of slashing attack upon the New Deal you had 
hoped for or expected. Instead, I have tried to give you as 
honest a picture as I could of what I conceive the main 
issues to be. It would have been easier for me, and prob- 
ably more entertaining for you, had I—as I have in the past 
—expressed my opinions of the various component parts of 
the administration’s alphabet. 

In my judgment what the Republican party should 
promise to do—and do—are these things: 

1. To make no promises it does not intend and can- 
not reasonbly hope to fulfill. 

2. To reduce the cost of Government within the means 
of the people to pay out of current taxation. 

3. To take politics out of the Civil Service and en- 
deavor to build up a permanent nonpartisan body of effi- 
cient public servants in each and every department in 
Washington. 

4. To recognize that American Government is the 
servant of the people, and not their master; that Talleyrand 
was right when he said “there is only one person wiser than 
anybody and that is everybody,” that recovery and progress 
will come, not as the result of master minds performing 
brilliant feats in Washington but as the result of the ef- 
forts of 127,000,000 free people practicing the homely vir- 
tues of work and economy. To recognize, in other words, 
that the Government has no divine power or wisdom but 
only the power delegated to it by the people and what little 
wisdom there is in ordinary human beings. 

And finally: 

5. To recognize that intelligent national self-interest 
demands that we cooperate with other nations to stabilize 
currencies and remove so far as possible artificial barriers 
that now encumber the flow of goods and services between 
nations, without which there can be neither prosperity nor 
peace. 
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What America Must Decide 


By GEORGE W. MAXEY, Justice of the Supreme Court of Pennsylvania 
Before the Third Annual Woman Congress at Chicago, Ill., February 13, 1936 


shepherd who served as guide to Bulow, Blucher’s 

lieutenant, had advised him to debouch from the 
forest above Frischemont, instead of below Plancenoit, the 
form of the 19th Century would have been changed, for 
Napoleon and not Wellington would have won the battle 
of Waterloo.” 

It is important for nations, as it is for armies, to take 
the right road. A nation’s destiny may rest on a single de- 
cision. When Fletcher of Saltoun said, centuries ago: “Let 
me write the songs of a nation and I care not who makes 
its laws,”’ he uttered a profound truth, for in those days a 
nation’s songs were its literature, and its literature was its 
thought. Historians will see in the present era a strategic 
turning point in American history, to which only two others 
will be comparable, (1) the one which gave birth to our 
Constitution, and (2) the era of the Civil War. 

In 1918 when President Wilson proclaimed the signing 
of the Armistice, he said: “Everything we fought for has 
been accomplished. It is now our duty to assist in the estab- 
lishment of democracy throughout the world.” This ideal 
has been wrecked on the shores of the real. In three of the 
largest nations engaged in the World War, popular govern- 
ment has been repudiated, and in Europe today there is less 
individual security and freedom than before the Armageddon 
of 1914. The democracies established on the wreckage of 
war have proven themselves to be only half-way places on 
the road to Caesarism. 

Thus again it has been demonstrated that there is no 
strength in a democracy except what people put into it. 
“Democracy is a hobby-horse which can take a people no- 
where except upon their own legs.” The efficiency of a 
democracy depends on the extent to which it develops a 
people’s character and ability to carry it forward. The 
benefits of democracy cannot long be enjoyed by a people 
unwilling or unable to bear its burdens. 

Crises put men and nations to the test. Deep in human 
nature is the demand for expiation when something goes 
wrong. The object selected for sacrifice may have had only 
a coincidental connection with the wrong. Generals who 
first lead into battle the armies of unprepared nations usually 
lose both their reputations and their commands. When 
kingdoms meet reverses, kings lose their crowns and some- 
times their heads. When republics encounter set-backs, those 
in power are marked for immolation. If reverses long con- 
tinue, the social and economic order is in danger of being 
subverted. Depressions so harrow the human mind as to 
make it receptive to the seed of strange economic cults. Eyes 
gaunt with want are easily dazzled by the oriflamme of 
promised security, and ears leading to a bewildered brain 
become receptive to spurious shibboleths. The depression of 
the last six and one-half years has subjected this nation to 
a strain which is regarded as unparalleled by most of those 
who are too young to have personal recollections of the de- 


pressions of 1873 or 1893. What happened in 1929 for the 
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first time to the vast majority of us Americans has been 
generally regarded as something new in human experience, 
and for it somebody or something had to be held responsible. 
Those in office were the natural scape-goats. When the 
official sacrifices promptly offered to the gods of prosperity 
did not restore the easy money and comforts to which the 
boom years had accustomed us, suspicion fell on our form 
of government itself, and the Constitution, under whose pro- 
tection for 147 years our people have attained the greatest 
prosperity ever known, was officially classed by some in 
high places with such worn-out modes as the stage-coach and 
the horse and buggy. Our menace during the last few years 
has not been soil erosion, bad as that is, but the attempted 
erosion of the Federal Constitution. Between that attempt 
and its complete success the only bulwark has been the 
Supreme Court of the United States. 

The battle over the Constitution is not ended; it has 
just begun. The proposals to curb the power of the Supreme 
Court, and certain comments on recent decisions of that 
court, indicate that there are persons now in authority who 
believe that the Constitution and the Supreme Court stand 
in the path of progress. 

Since the first ten amendments to the Constitution were 
ratified in 1791 and the 11th Amendment in 1798, there 
have been but ten amendments to our Federal Constitution 
and one of these was the 21st Amendment repealing the 
18th. The first ten amendments adopted almost simulta- 
neously with the ratification of the Constitution were in- 
tended to prevent the Federal Government from violating 
the liberty of the people or usurping the power of the states. 
The 11th Amendment adopted in 1798 prohibited suits 
against States by individuals. —The 12th Amendment related 
to the procedure for the election of president and vice presi- 
dent. The 13th Amendment abolished by constitutional fiat 
what has already been in fact abolished by war, to wit, 
human slavery. The 14th Amendment provided that no 
State “shall deprive any person of life, liberty or property 
without due process of law, nor deny to any person within 
its jurisdiction the equal protection of the laws.” The 15th 
Amendment prohibited States from depriving a citizen of the 
right of voting because of his color or race. The 16th 
Amendment permitted Congress to impose income taxes, with- 
out apportioning such taxes among the States according to 
population. The 17th Amendment provided for the popular 
election of United States Senators. The 18th Amendment 
relating to prohibition was repealed by the 21st Amendment. 
The 19th Amendment prohibited the States from denying 
women the right to vote. The 20th Amendment changed the 
date for inaugurating presidents and vice presidents from 
March 4th to January 20th and provided that ‘Congress 
should assemble on January 3rd “unless they shall by law 
appoint a different day.” 

Not one of these amendments attempted to abridge the 
power of the Federal Judiciary to set aside unconstitutional 
acts of Congress and none of them conferred any power on the 
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Federal Government to interfere with the liberty of Amer- 
ican citizens in regard to industry, agriculture or the pursuit 
of their daily vocations. Except for those amendments whicn 
related to the election and inauguration of presidents and 
the convening of Congress, and the amendment permitting 
an income tax, all the amendments curb the power of Gov- 
ernment and enlarge and safeguard the rights of individual 
citizens. None of them invite or encourage a dictatorship. 
This Government has gotten along since 1798, i.e. for 138 
years, with only eight permanent changes in our organic 
law, and yet.in the present 74th Congress and in the past 
73rd Congress, one hundred and thirty-three constitutional 
amendments have been proposed. If some of these were 
adopted, the federal character of our Government would be 
radically altered if not destroyed. 

To transfer to the Central Government power to regu- 
late matters which are inherently for “home rule” is to 
throw our entire mechanism of government out of balance. 
A proper balancing of units is as essential to the successful 
working of government as it is to the successful working of 
a piece of machinery or of the solar system. If human beings 
had power to amend the “Constitution” of the solar system 
and attempted to do so by assigning to some planet the orbit 
traveled by another since Creation or by increasing the mass 
of one planet and decreasing the mass of another, it would 
not require an astronomer to foretell that the solar system 
was headed for a smash. 

We have already made several starts toward absolutism 
in this country. Under the NRA, from which the Su- 
preme Court recently rescued us, there were promulgated 
17,000 rules and regulations to control the conduct of the 
American people, and then another 5,000 “laws” promul- 
gated to execute those orders, violation of any one of which 
constituted a crime. To enforce these 22,000 laws, rules and 
regulations, 146,900 additional employees were put on the 
public payroll at a cost of $1,000,000 a day. The courts 
were congested with the cases of those charged with violation 
of codes they hadn’t read or understood. Senator Borah, 
in an address last year, made reference to the fallacy of 
attempting to govern from Washington “all the affairs of 
daily life from the farmer’s wife marketing her chickens to 
the discretion of the husbandman in his planting and sowing.” 
The spurt business took when the Blue Eagle was judicially 
declared to be an alien bird, indicates that if the NRA had 
continued, those Americans who were willing to trade free- 
dom for a promise of security would have found themselves 
in possession of neither freedom nor security. The nation’s 
Chief Executive, in his address to Congress on January 3rd, 
this year, referred to “the new instruments of power,” which 
had been “built up,” and declared that in the hands of cer- 
tain types of officials “such power would provide shackles 
for the liberties of the people.” In other words, we have a 
Federal autocracy now, and our only safety is in the benevo- 
lence of the autocrats. If there is one thing that all the 
tathers of the Republic agreed to—whether it was Washing- 
ton or Jefferson or Hamilton or Madison, and all of our 
19th Century statesmen, whether it was Andrew Jackson or 
John C. Calhoun, whether it was Webster or Hayne, 
whether it was Abraham Lincoln or Jefferson Davis—it was 
that the American people would never entrust autocratic, 
arbitrary power to any man or set of men. The idea of a 
benevolent despotism is provided for nowhere in any Ameri- 





can constitution, State or national; it is alien to American 
soil and utterly repugnant to American character. The recent 
unparalleled growth of bureaucracy in this country is indi- 
cated by the fact that it has already been officially announced 
that the District of Columbia itself is no longer large enough 
to contain all the bureaus now functioning at the nation’s 
Capital. 

Democracy descends to a dictatorship with ease. “Easy 
is the descent into hell,” wrote the foremost poet of the 
ancient Roman world. Those who attempt to convert de- 
mocracy into autocracy always proclaim a benevolent intent. 
They carry the colors of high moral purpose and proclaim 
their love for their fellow-men. The slide to a dictatorship 
is always well “greased.” The Encyclopedia Britannica, 14th 
edition, tells us how Napoleon III transformed himself from 
President to dictator. It says of him: “By various measures 
such as subsidies, charitable gifts and foundations he en- 
deavored to show that the idea of improving the lot of those 
who suffer and struggle against the difficulties of life was 
constantly present in his mind. His was the government of 
cheap bread, great public works and holidays.” His grandoise 
schemes brought ruin to his country. 
Franco-Prussian War, followed by the Paris Commune, was 
the fruit of his lust for power, and that war, with its Alsace- 
Lorraine aftermath, led to the cataclysm of 1914. 

Many of us do not share in the view that the Consti- 
tution is outmoded and that only on its wreckage can be 
built a new and beneficent order of society. We look upon 
the Constitution as more than a mere venerable document 
bearing illustrious signatures but no longer useful. We re- 
gard the Supreme Court as having a governmental function 
beyond merely adjudicating legal questions arising between 
individuals. The Constitution, as interpreted and sustained 
by the Supreme Court for 147 years, is a citadel of human 
rights and a charter of economic liberalism. The American 
people must decide whether they will surrender this citadel 


and forsake this charter, and entrust their freedom and © 


security to those who shall administer the vast powers of 
a totalitarian state of 130,000,000 human beings. May they 
deliberate well on this problem and not rush headlong into 
chaos! It’s an old saying of sea-faring men that a ship which 
will not be ruled by the rudder will be ruled by the rock. 
In my judgment when this Republic begins to be recreant 
to the basic principles of our Constitution, it is “headed 
for the rocks.” 

It is axiomatic that the object of all government is 
the happiness of the governed. Before we decide on a totali- 
tarian State, let us be reasonably certain that to govern 
130,000,000 people from one central authority in Washing- 
ton will promote the happiness of the governed. It is perti- 
nent to ask, where on this earth and in all history has a 
totalitarian State promoted the happiness of the governed? 
Is there any American who would prefer to live in Germany 
under the rule of Hitler, or in Russia under the rule of 
Stalin, than in the United States under the Constitution? 
During this depression there are millions of unhappy Ameri- 
cans, but from what other government could they obtain 
happiness? Millions of Americans are now poor, but from 
what government anywhere could they obtain wealth or 
plenty? If one replies that this is a nature-favored land and 
there should be greater individual well-being here than else- 
where, let me ask what government now regnant in any 
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other country, if transported and placed in absolute power 
here, would be likely to bring increased prosperity and happi- 
ness to the American people? They make no case against 
our long-established form of constitutional government when 
they point out that even here hardships and poverty still exist. 
One might as well indict the science and art of medicine 
because all human diseases do not yield to the physician’s 
skill. There are bodily ills which no medicine can cure and 
there are social ills before which all governments stand 
powerless. A great political philosopher said nearly three 
quarters of a century ago: “Political enthusiasts and 
fanatical revolutionists impressed with the miseries existing 
under our present social arrangements and not regarding 
those miseries as caused by the ill-workings of a hurhan 
nature but partially adapted to the social state, imagine 
them to be forthwith curable by this or that re-arrange- 
ment. . . . Judge what would be the despotism of a central- 
ized officialism, holding in its hands the resources of the 
community and having behind it whatever amount of force 
it finds requisite to carry out its decrees and maintain what 


it ealls order. It is assumed that officialism will work as it 


is intended to work, but it never does. The machinery of 
socialism has to be framed out of existing human nature; 
and the defects of existing human nature will generate in 
the one the same evils as in the other. The final result will 
be a revival of despotism.” 

People in distress always over-estimate the omniscience 
of legislators and the omnipotence of law; in other words, 
they confuse Government with God. We should have learned 
by this time that there is nothing divine about those entrusted 
with governmental authority. They are not workers of 
administrative miracles. They are often appointed; they 
are never anointed. ‘They are at best only a collection of 
average individuals. Few Chiefs of State have been super- 
men. The best of them, like Lincoln, never claimed to be. 
Even super-men are “super” only in their own special fields. 
Will Rogers well said: “All of us are dumb, only in differ- 
ent lines.” We have had in the White House super- 
soldiers who did not rate as super-statesmen. 


I cannot understand the mental processes of those who, 
while bewailing the inefficiency of Government in the limited 
fields it now occupies, nevertheless insist on the extension 
of its power into practically every field of human activity. 
I have heard Socialists denounce the waste, inefficiency, and 
even corruption of national, State and city governments, 
and then plead for a Socialistic State under which all human 
activities would be subject to the control of the same admin- 
istrators whose shortcomings are the subjects of their re- 
proach. Where is there any sound basis for the belief that 
enlarging the sphere of Government, will automatically 
improve the character and enlarge the capacity of public 
officials? When was mediocrity ever transformed into talent 
by being placed on the public pay-rolls? Even efficient men 
when placed in public office suffer substantial diminution 
in efficiency because they are hampered by that red tape 
which is congenital in all government. 


Of all institutions, governments, no matter what their 
form, are notoriously the most inefficient. ‘The quest of 
Ponce de Leon and his men for the Fountain of Eternal 
Youth was no more certainly fore-doomed to failure under 
the laws of nature than is the present day quest for a 


perennial governmental fountain of Eternal Plenty. It must 
be admitted that for two or three years past the fountains 
of governmental plenty have flowed so abundantly as to 
give the appearance of inexhaustibility, but every human 
being in America is fated to learn the hard lesson that every 
dollar spent by the extravagance of today must, with 
interest and collection costs added, be replaced by a 
dollar earned by the labor and sacrifice of tomorrow. The 
laws of nature always hold the balance true. Public debts 
are taxes deferred plus interest. Governments have un- 
limited power to create debts but they have none to create 
the wealth by which debts are paid. If legislation can create 
wealth, why should anyone ever be called upon to pay 
taxes—our supply of Jegislation is unlimited. 

The New Deal, with all its futilities and confusion, is 
merely a new name for an old folly—the folly of attempting 
to make something out of nothing—the folly of attempted 
regimentation of human beings as though they were mere 
inert substances to be fabricated into social forms—the folly 
of Government meddling in affairs where it has no business 
to be. Industry, like religion, has always been most healthy 
when Government has kept its hands off. 

In 1880, David A. Wells, a foremost economist and 
thinker, said of schemes to create prosperity by law: “Their 
authors think they have discovered something new in the 
domains of economic truth and that the circumstances in 
respect to which they propose to legislate are peculiar and 
not to be judged by the results of any former experience. 
An examination of the records of the past shows that all 
such schemes are but repetitions of old imbecilities and that 
their authors are simply following in the footsteps of many 
predecessors who have thought to bring reputation to them- 
selves and prosperity to the masses by making warfare upon 
natural laws, with the result in every instance of failure 
and disaster.” 

Read the economic history of nations from the earliest 
times and you will find that their evil days began when 
more dependence was placed on legislative novelties than 
on old-fashioned virtues. National decay and legislative 
quackery went hand in hand. Soft-fibered character always 
welcomes strange cults. It is the verdict of history that the 
Greeks owed the small development of their industrial power 
and ultimate loss of their freedom to the acquired habit of 
living at the expense of the public treasury. A European 
economist, writing one hundred years ago, tells us that 
“Greek governmental gratuities engendered love of ease; 
the people embraced the idea that the State owed them 
support. The chief problem of the politicians was to devise 
means to enrich the people not by labor, but by sacrificing 
to them the revenues of the State.” 

The principal cause of the fall of the Roman Empire 
Was consumption without corresponding production. An 
accredited historian tells us that “the Romans were attacked 
by a repugnance to order and enterprise, forethought and 
economy. ‘The art of governing was exercised to provide 
for the daily needs of an idle and fickle populace. Only 
by copious distributions from the public treasury were the 
late Roman emperors able to keep their crowns.” When 
Turgot was summoned to public service by Louis XVI, in 
France in 1774, his first act was to submit to his sovereign 
his guiding principles: “No increase in taxation, no borrow- 
ing, rigid economy everywhere, and the right of every man 
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to work without restriction.” In two years Turgot reduced 
the national deficit and strengthened the national credit. 
But the government of France had long been extravagant 
and it recoiled at the sensible but unsugarcoated financial 
medicine the great minister proposed, and so he was dis- 
missed. The people who rejected Turgot found that in a few 
years they had a Robespierre. Those who scorned the time- 
tested remedies of self-denial and self-restraint, and public 
and private economy, were among the first victims of the 
lethal “remedies” of the red-terror. 

Blanqui, a Frenchman and one of the greatest of all 
economists, writing fifty years after the French Revolution, 
says of its leaders and their remedies for social ills: “Marat, 
Saint Just and Babeuf have left us curious memorials of 
that monomania which possessed minds eager for novelties 
and put in practice the most extravagant social dreams, as 
one tries chemical processes and combinations in a laboratory. 
Soon there was but one single phrase in the economic vocabu- 
lary of France and that was the celebrated phrase of Dan- 
ton: ‘Audacity, more audacity, always audacity’.” Blanqui 
continues: “All the seductive dreams of the French Revo- 
lution have vanished. All the human felicity which legisla- 
tion could decree was decreed, and people learned that 
wealth followed other laws than those of force and tyranny. 
This was an immense advance for it forced government and 
individuals to seek success elsewhere than in legislative pro- 
grams.” Blanqui adds that “while France was making her 
great social experiment over a volcano, England was begin- 
ning hers on the solid ground of industry.” 

Edmund Burke, statesman and philosopher, reflecting 
on the French Revolution, said: “What certain politicians 
think the marks of a bold, hardy genius are only proofs of 
a deplorable lack of ability. By their haste and their defi- 
ance of the process of nature, they are delivered over to 
every adventurer, alchemist and empiric. The improvements 
of the French Assembly are superficial, their errors are 
fundamental.” 

The radicals of France proposed impossible remedies in 
the name of liberty, just as unsound thinkers today propose 
unworkable remedies in the name of security. Slogans are 
not remedies. They sometimes stir up national emotions 
and whether these emotions bode good or ill depend on the 
wisdom with which they are directed. The slogan of 
liberty once stirred up emotions in France which were so 
directed as to bring to that country Robespierre and the 
Reign of Terror, and later, for nearly 20 years, the dictator- 
ship of Napoleon, whose ambition is said to have cost 2,000,- 
000 lives and untold treasure. The slogan of liberty in 
this country in 1776 stirred up emotions which were so 
directed as to bring us Washington and the Constitution. 
The French leaders adopted as their shibboleth: “Liberty, 
equality and fraternity.” Its appeal enabled them to ride 
into power. Then drunk with power, they inaugurated a 
reign in which there was no liberty except to kill, no equality 
except in misery, and no fraternity except the fraternity of 
death. These Parisian leaders posed as liberals, as friends of 
humanity, and in token thereof, wore tri-colored cockades, but 
nevertheless heads thus decorated were dominated by the spirit 
of oppression. 

The experience of France proved that for a people, 
while hungering for industrial activity, to destroy property— 
to destroy their nation’s reservoirs of capital—is a species of 


madness equalled only by that of a thirsty population de- 
stroying their city’s reservoirs of water. Capital may be 
destroyed by expropriation, or by confiscation disguised as 
taxation, or it may be paralyzed into utter inertness by  legis- 
lative straitjacketing, governmental competition, or admin- 
istrative menaces. There is no wealth of individuals or of 
nations so secure that it cannot be disintegrated and de- 
stroyed by folly. It does not take long for ignorance, 
indolence, and waste to dissipate the fruits of wisdom, work, 
and frugality. Either individual or national success can be 
maintained only by faithful adherence to the habits which 
produced them. 

When those who advocate the subversion of the exist- 
ing order as a remedy for the ills of depression are told that 
we recovered from at least four major depressions, they 
reply that never before was there a depression like this. They 
are mistaken. In every one of our past depressions, people 
believed that never before had there been anything like it 
and that it was to be permanent. Those who lived during 
the 1837 depression described it as one of “financial and 
commercial chaos.” Unemployment was relatively as great 


as it is now. During the 1857 depression, every bank in ; 


New York City suspended and every railroad was insolvent. 
Business was gone. Idleness was everywhere. During the 
1873 depression, Henry Ward Beecher said: “There have 
been other depressions, but none so obstinate and so universal 
as this.” President Hayes in his inaugural address in 1877 
described the industrial condition of the country then and 
for three years then past as one of “prostration”, but he 
affirmed his faith that the way to recovery lay in fidelity to 
time-tested principles of sound finance, and he condemned 
an uncertain and irredeemable paper currency. As President 
he practiced what he preached, restored specie payment and 
effected economies in administration. President Garfield in 
his inagural address in 1881 was able to say: “The pros- 
perity which now prevails is without parallel in any history.” 
In leading the nation from the industrial “prostration” of 
1873 and 1877 to the “unparalleled prosperity” of 1879 and 
1881, President Hayes was able at the same time, by sound 
statesmanship and conservative financiering, to reduce the 
national debt by $199,625,277. The 1893 depression was 
characterized by the then Governor of the Bank of England 
as “the most severe financial disturbance of the century.” 
Railroads were bankrupt, values of property wiped out, and 
unemployment was everywhere. Yet from all these depres- 
sions the country moved forward to prosperity. 

It is sometimes said that we recovered from former de- 
pressions because we had an “open frontier.” This explana- 
tion assumes that as soon as men were thrown out of em- 
ployment, they took themselves to free lands, and that there, 
somehow, new homes magically sprang up, and they who 
had been idle in the East became prosperous workers in the 
West. The facts do not support this assumption. Men 
who have recollections of earlier depressions do not recall 
any wholesale exodus of the unemployed to the West. For 
a man to leave his home in the East and take himself and 
his family to some barren far-away homestead was an 
arduous undertaking. It seems improbable that the millions 
of men out of work in 1873 and 1893 did anything of that 
kind, and the census figures show that they did not. The 
decade beginning in 1871 was largely one of depression. Yet 
the population of the twenty-one States and territories west 
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of the Mississippi River, where free homesteads were to be 
had, increased by only 4,169,260. The immigration from 
Europe during that same decade was 2,812,191 and the 
majority of these were adult male laborers. 

Two-thirds of the 1891 decade were depression years. 
Our population then increased by 13,046,861. The trans- 
Mississippi area increased in population by only 3,936,561 
men, women and children. Our population increase by 
immigration during that decade was 3,687,564, mostly adult 
male laborers. ‘The millions then out of work were obvi- 
ously not absorbed by the free lands of the West. 

But there are some differences between old depressions 
and the new. The depression of 1837 began in the admin- 


_ istration of Andrew Jackson, yet despite hard times, “Old 


Hickory” entirely paid off the national debt of his day. How 
appropriate that his thrifty old face should adorn the latest 
large issue of government bonds! There are also some other 
contrasts between the depression era of 1873 and this one. 
There was then no suggestion of junking the Constitution, 
our annual Federal expenditures were kept under $300,000,- 
000, and at the end of the six-year depression, in 1879, our 


_ national debt had decreased in that period by $109,047,155. 


eat erie 


During the past two or three years of this depression the 
national debt has. increased $10,000,000 each day. There 
are also some striking contrasts between the four-year de- 
pression era beginning in 1893 and this one. The annual 


expenditures of the Government were kept down to $365,- 


900,000 and the national debt was increased during those 
four acute depression years by only $147,686,611, all of 
which was due to expenditures to maintain an adequate gold 
reserve. Grover Cleveland was then president and he was 
noted for his unwavering fidelity to sound financial prin- 
ciples and time-tested economic policies. On May 20, 1895, 
President Cleveland wrote: “There is a temptation now 
vexing the people in different sections of the country which 
assumes the guise of Democratic party principle, inasmuch 
as it presents a scheme which is claimed to be a remedy for 
agricultural depression, and such other hardships as afflict 
our fellow-citizens. ‘The help of the members of our party 
is invoked in support of a plan to revolutionize the monetary 
condition of the country, and embark upon an experiment 
which is discredited by all reason and experience, which 
invites trouble and disaster in every avenue of labor and 
enterprise, and which must prove destructive to ovr national 
prestige and character.” On April 13, 1895, he wrote of 
“specious suggestions which in this time of depression find 
willing listeners.” He declared that the American people 
“can be assured of protection and safety only as long as 
the nation’s solvency is unsuspected, its honor unsullied and 
the soundness of its money unquestioned. These things,” 
said he, “are ill-exchanged for the illusions of debased cur- 
rency. If reckless discontent and wild experiment should 
sweep our currency from its safe support, the most defense- 
less of all will be the workingman as he sees the money he 
has received for his toil shrink and shrivel in his hand.” 
There are also some other differences between condi- 
tions: existing now and those existing during earlier depres- 
sions. In those days people lived in contentment without 
the common luxuries of today. The wheel-barrow and not 
the limousine was then a symbol of American life. Then the 
sound of the sewing machine was as familiar as the sound 
of today’s radio. Knitting needles were more common than 


lip-sticks. Every American boy and girl was taught that 
self-reliance and thrift were not only virtues but necessities, 
and their fathers and mothers furnished examples of these 
qualities. Almost everyone produced more than he con- 
sumed. The era of the non-producer had not yet arrived. 
All of us are happy to know that Americans even in these 
depression years enjoy more luxuries than any other people 
on earth, but it is submitted that a people who spend hun- 
dreds of millions dollars, as we do in the midst of this 
depression, on luxuries and gew-gaws, should be able to 
supply themselves and every needy person in America with 
food, clothing and shelter without insisting on the Govern- 
ment launching a spending program that, if unchecked, will 
send Uncle Sam to the international poorhouse. Everyone 
should ask himself what he or she would do if the Govern- 
ment comes to the end of its borrowing capacity, as other 
governments have, and everyone has to depend upon his 
own personal initiative and resources, as his forefathers did. 

The men and women who settled this great domain, 
the men and women who won the West, had little help 
from Government. About the only help they got was the 
uncertain protection of frontier forts hundreds of miles apart. 
Our ancestors asked little of the Government except to mind 
its own business as long as they minded theirs. In fact, our 
ancestors, like all Anglo-Saxons, ever intolerant of govern- 
mental straitjackets, renounced the rule of George III be- 
cause it went beyond legitimate bounds in curbing their 
individual and economic freedom. They swept away the 
aristocracy of idleness and established the nobility of labor. 
They found their chieftain in a frontier surveyor and path- 
finder. His formal education was limited; the halls of 
higher learning never echoed to his footfalls. But from 
honest, hardy ancestors who “feared God and nothing else”’ 
there came to him the best of all inheritances, character; 
and in a youth and an early manhood replete with arduous 
toil and dangerous tasks, he proved himself dependable and 
steadfast, and developed what Tennyson calls “the wrestling 
thews that throw the world.” ‘The stanchest timber is ever 
found in oaks that have defied and survived the storms. 
Neither Washington ‘nor any of his associates had any illu- 
sions about establishing a Government able to create either 
wealth or happiness. What they fought for and won was 
the right of men and women to life, liberty and the pursuit 
of happiness. ‘They made no extravagant promises and 
raised no vain hopes. 

The American people’s objections to the enactment into 
law of the economic vagaries of unsound thinkers, their ob- 
jections to a financial policy of simple-simonism, their objec- 
tions to a dictatorial Government in which the law of force 
will gradually supersede the force of law, their objections 
to extravagance and waste, do not mean that they object 
in the slightest degree to the Government’s helping the poor 
and needy. Americans have never left the poor and needy to 
starve and the weak to perish, and they never will. No- 
where else in the world has there been such private and 
public humanitarianism as in these United States. But the 
American people do object to public funds being spent only 
partly for the poor and needy, and partly to make votes for 
political organizations, and partly to pay the high price of 
uncharted experimentation in Government. The typical 
American has never had a heart heedless of human suffering, 
but he has always had a head hardened to “hokum”’. 
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We do not want a program of public relief which is 
likely to end in relieving the public of the few possessions 
it now has. We do not want a program of public relief 
which will relieve both capital and labor of all confidence 
in this country’s future. We do not want a program of 
public relief, or any other kind of program, which will 
relieve this country of its Constitution. 

Americans believe that under a democracy—with all its 
shortcomings—human life is happier than under the best 
dictatorship the world has ever seen. The personal security 
and economic liberalism guaranteed by the Constitution of 
the United States have opened avenues of opportunity for 
hundreds of millions of the human race. We should be in 
no hurry to desert these avenues for mere promises of regi- 
mented comforts resting on no more substantial foundations 
than blue-prints of paradise. In no other country does labor 
get such a fair share of what it produces as it does here. 
In no other country are children and the aged protected 
as they are here. Americans know from experience that 
business conducted on sound principles is the economic health 
of nations, and that when business is good and the things 
produced are fairly divided between capital and labor, the 
toiler is enabled not only to live well, but to save something 
so that later he may mingle a little of June with the 
December of his life. 

Socialism has been tried. Communism has been tried. 
Whether tried by a nation or by a small community, it has 
always failed. A Socialist community was established in 
South America during the last century by a group of selected 
sturdy men and women from Australia. They settled on a 
bountiful tract of 350,000 acres of land donated by the 
Government of Paraguay. They were described as being 
“tas fine a set of men and women as it was possible to collect 
anywhere.” ‘The climate was ideal. They had a capital of 
$100,000. But they soon quarreled as to who should have 
the pleasant jobs and who should have the disagreeable ones, 
as to who should be the superintendents and foremen and 
who should be the laborers. Things went quickly from 
bad to worse. Instead of increasing their capital and prop- 
erty, they soon consumed it. The British Government in a 
few years sent an officer to report on the colony. He 
summed up his conclusions by saying: ‘They came to found 
Utopia; they actually succeeded in creating a hell upon 
earth.” ‘The project was abandoned and the land was then 
individually allocated. The French Revolutionary Govern- 
ment in 1848 attempted to establish a national workshop. 
It was soon demonstrated that a national workshop must be 
either—as Russia now is—a gigantic workhouse under the 
most rigid discipline and tyrannical masters or else a huge 
pandemonium of uncontrolled idleness. America’s present 
so-called planned economy is rapidly becoming a nation-wide 
unplanned confusion. 

Experience teaches that over-legislation is an evil, that 
vast governmental expenditures to promote Prosperity always 
produce meager results, that guick remedies are quack rem- 
edies, that no law can ever make incompetence equal to skill, 
or indolence equal to industry, or convert theories instead 
of labor into wealth, and that the best panacea for want is 
work. Experience teaches that the natural forces of recovery, 
if not obstructed by officialism, will restore prosperity to this 
land, as these natural forces have done after every previous 
depression. ‘The way to a resumption of work is to allay 


fear, ease the brakes on business, and to give to capital, now 
shrinking back from investment, the spur of possible profit. 
Without profit or at least reasonable hope of profit no busi- 
ness can long exist. Where there is no business there is no 
employment. Capital cannot be expected to seek investment 
in a land where it is officially castigated and where it is con- 
fronted by tax-supported competition. There is nothing so 
paralyzing to nation and individuals as the neurosis of fear. 
Only when money, now frightened into hidden recesses, is 
lured into productive industry, by faith in the future and as- 
surance of fair treatment, will millions now idle be put to 
work. Without employers there can be no employees. One 
discouraged employer may mean 10,000 idle men. Confidence 
gives capital the spirit of enterprise. Threats and appre- 
hensions destroy it. Without confidence in currency sta- 
bility, assurance of public economy, a balanced budget, and 
freedom from disheartening governmental interference, there 
will be no investment of capital. Unemployed capital means 
unemployed labor. In all countries and in all ages, idle 
money has meant idle men. 



























America must decide whether it wants a continuance » 
of the individual and economic liberalism guaranteed by the! 


Constitution or bureaucratic governmental control of those” 


affairs of daily human life which for centuries in Anglo-/ 


Saxon countries have been left to the initiative and enter-~ 
prise of free men. 
secure to each individual the unhindered power to pursue 


shall we demand that our Government attempt to do what 
no government, no matter what its form, has ever been able 
to do successfully, that is, relieve each individual of the spur 7 
of personal incentive and ambition, and pursue his own in- 
dividual good for him? We know how Thomas Selleran’l 
would have decided this question for he said in 1821: “Were 
we directed from Washington when to sow and when to reap 
we should soon want bread. . When all government, in 
little as in great things, shall be drawn to Washington as 
to the center of all power, it will become venal and oppres- 
sive.” We know how Andrew Jackson would have decided 
this question for he said in his farewell address to the 
American people in 1837: “The authority of the General 
Government is sufficient for all the purposes for which it 
was created ; these powers are enumerated and every attempt 


to exercise power beyond those limits should be firmly 


opposed, for one evil example will lead to other measures 
still more mischievous.” He also said in his inaugural ad- 
dress in 1833: “My experience in public concerns and the 
observation of a life somewhat advanced confirm the opinions 
long since imbibed by me, that the destruction of our State 
governments or the annihilation of their control over the 
local concerns of the people would lead directly to revolu- 
tion and anarchy, and finally to despotism.” We know how 
Woodrow Wilson would have decided this question for he 
said here in this City of Chicago in 1909: “The men who 
are dangerous are the men who go on to propound theories 
which would make a new pattern for society and a new 
model for the universe. ‘These are the men who are not to 
be trusted.” 

Herbert Spencer, one of the great intellects of the 19th 
Century, said, three or four generations ago: “Here and 
elsewhere, attempts of multitudinous kinds, made by kings 
and statesmen, have failed to do the good intended and 
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have worked unexpected evils. Century after century new 
measures like the old ones, and other measures akin in prin- 


- ciple, have again disappointed hopes and again brought 


disaster.... Any one who studies the state of things which 
preceded the French Revolution, will see that that tre- 
mendous catastrophe came about from: so excessive a regula- 
tion of men’s actions in all their details, and such an 
enormous drafting away of the products of their actions to 
maintain the regulating organization, that life was fast be- 
coming impracticable. . .. All socialism involves slavery.” 

On June 3, 1861, a foremost American statesman— 


Stephen A. Douglas—lay dying in this, his home city of 
Chicago. He and the man then in the White House— 
Abraham Lincoln—had been rivals in the politics of Illinois 
and rival candidates for the presidency less than a year 
before, but in their devotion to their country in its critical 
hour they were united. As. Mrs. Douglas put her arms 
around her husband and asked him if he had a final message 
for his mother, his sister, and his boys, he aroused himself 
with a supreme effort, and said: ‘Tell them to support the 
Constitution of the United States.” May the last words of 
the dying Douglas be a message to us all. 


Hidden ‘Taxes 


ARE YOU TAX-CONSCIOUS? 
By FRED A. HARTLEY, JR., Congressman, New Jersey, March 14, 1936 


(FROM THE CONGRESSIONAL RECORD, MARCH 16, 1936) 


Y talk, tonight, may differ from the usual discus- 
M sion of political and economic subjects in that I 

am not going to villify anyone or call anyone 
names. 

I propose to talk to you on one of the most important 
and vital problems of our Government, the tax problem. It 
has been said that two things are certain; death and taxes. 
Yet there’s a difference between the two. Death doesn’t 
get worse every time Congress meets. 

In its last session, Congress appropriated $9,948,370,- 
000. ‘To give you an idea of just how fast your money 
is being spent by the Federal Government, I call to your 
attention that that figure represents over $27,000,000 every 
day, over $1,000,000 every hour, over $18,000 every minute, 
and over $300 every second. Time will not permit me to 
elaborate on the merits or demerits of those appropriations 
of your money. Some of these expenditures are good, some 
are bad, some necessary, others unnecessary. 

When added to the cost of local and State govern- 
ments and compared with the total national income, it be- 
comes apparent that you, my listeners, are paying nearly 
30 cents out of every dollar you earn for the cost of 
government. The earnings of over 3 months of your year’s 
work is what you pay to be governed. 

The tax bill is now the biggest bill paid by the Amer- 
ican people. We pay more for taxes than we do for food 
or for rent, twice as much as we do for clothing, and six 
times as much as is spent for light and power. 

You may or may not pay an income tax or a real-estate 
tax, but you are paying it just the same. 

The trend in tax legislation in recent years has been 
most insidious. ‘Taxation has become the art of so picking 
the goose as to secure the greatest amount of feathers with 
the least amount of squawking. We have turned from direct 
taxes on private incomes, which we could all understand, to 
indirect taxes on private spending, which few can decipher. 
Our taxes have been disguised, they have been candy coated, 
or they have been injected as a narcotic, in every business 
transaction, leaving most of us unconscious of the fact that 
we are being assessed. 

As a result, everything we buy, not only luxuries, but 


our food and clothing, the very necessities of life, are in- 
creased in cost. Let us take a look at some of our hidden 
taxes. 

You have been in the habit of crawling out of bed in 
the morning from between cotton sheets taxed at over 4 cents 
a pound. You have gone into the bathroom and turned on 
the electric light, taxed at 3 percent of your bill. You have 
brushed your teeth with a dentrifice taxed at 5 percent. The 
soap you used had a 5 percent tax on it. 

When you sat down to breakfast there was a card on 
your plate printed in invisible ink which you could not read, 
but which said, nevertheless: “Cover charge payable to gov- 
ernment—25 percent of the cost of all food on this table.” 
Your ham was taxed over $2 per hundredweight. The ice 
water came from a refrigerator which was taxed 5 percent 
of what you paid for it. The toast you ate carried 53 sep- 
arate taxes. Other food, the silverware, linens, dishes, and 
other household appliances, each bore the sign—also in- 
visible—of hundreds of tax collectors. 

When you light a cigarette you are taxed nearly 100 
percent. You paid 13 cents for the package, but you didn’t 
notice the little green stamp pasted on the top which, had 
your curiosity been great enough, would have disclosed to 
you that Uncle Sam collected 6 cents in tax. 

The flivver you drive to the office carries a 3 percent 
sales tax. Your tires are taxed 214 cents per pound—the 
innertubes 4 cents a pound—and when you 4il your tank 
with gas you pay more in taxes on the gas than its whole- 
sale price. 

Meantime, your wife’s cosmetics, perfumes, and furs 
and jewels—if she is fortunate enough to possess them—are 
all taxed 10 percent. If you hunt or fish, your gun and 
your rod bear a 10 percent tax. If you play golf or tennis, 
your clubs and rackets each carry a 10 percent tax. 

When you get home at night and sit down to a friendly 
rubber of contract you have paid a 10 percent tax on the cards 
you use. If you go to the movies or the theater, you pay 
1 cent on each 10 cents in excess of the admission price of 
40 cents. Other examples and the manner in which the 
tax is passed on to you could be related ad infinitum. 

You may say, well, what difference does it make how 
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I pay it as long as I pay it. It makes a great difference. 
Direct taxes result in greater interest in the cost of govern- 
i- ment. As an example, permit me to call to your attenion 
the situation here following the World War. It is un- 
questionably true that because the major part of the Gov- 
ernment’s income was derived from direct taxation, causing 
greater interest in governmental expenditures, the post-war 
retrenchments and economies were affected in Washington. 

Until 1932 the income tax provided 53 percent of the 
Government’s income, but then an astonishing decline took 
place, and now we find that less than one-third of its revenue 
is derived from that source. As we borrow 49 percent of 
our expenditures and raise 44 percent by hidden taxes, we 
find the personal income tax pays only 7 percent of the 
Government’s spending. 

Only 1 out of every 41 Americans of voting age pays 
an income tax. Less than 2 percent of our population files 
a tax return. In the light of our burdens this is, indeed, 
an undesirable situation. 

Let us compare our position with that of Great Britain. 
In Britain a married man without dependents begins to 
pay when his net earnings exceeds $1,060, or about $20 per 
week. Here he would pay nothing until his net earnings 
amounted to $53 per week. Over there he pays $26 on 
a net income of $1,500, $67 on $2,000, and $157 on $2,500 
net income. Here he pays nothing at all on any of these 
figures. 

All through the lower and middle brackets the British 
tax is higher than ours. It is only on the very large in- 
comes that our tax is greater than theirs. As a result, 
they have a far greater stability of revenue. 

Between 1926 and 1931 the number of taxable returns 
in Great Britain varied less than 3 percent, while here it 
fell off by nearly 40 percent. It is a startling comparison 
that the number of individuals now paying income tax in 
Great Britain is one and a half times as large as those in 
the United States, while their population is about one-third 
of ours. 

But, even if stability of revenue were not an important 
consideration, their direct method of payment produces a 
result, making it far more desirable than our experiment in 
camouflaged levies. 

In England, when the taxpayer who earns $50 per week 
pays $157 of his earnings to the Government, his mind’s 
eye traces a straight line from his $157 contribution to the 
Government’s spending. As a result, England has been 
able to resist, far more successfully than we, the demands 
of special groups for special subsidies. 

One of the most urgent needs in our national life 
today is tax consciousness on the part of our people. It is 
true that the adversity of the last few years has turned the 
attention of some of the people toward the cost of govern- 
ment. But, strange as it may seem, the great masses of our 
people show a marked indifference toward the cost of gov- 
ernment or how the bills are to be paid. 

As a result, one group after another, without regard 
for costs, and often spurred on by utopian money schemes 
that lead them to believe that their demands won’t cost 
anyone anything, have lined up at the door of the United 





ee 


States Treasury for one kind of subsidy or another. 

The popular impression seems to be that Uncle Sam, 
in order to obtain these millions and billions, has merely to 
rub some sort of an Aladdin’s lamp. Ah, but there’s the 
rub. There comes a day of reckoning. 

For every dollar spent or handed out, a dollar must 
be collected in taxes, and with interest. We may do tricks 
with our currency or we may juggle our books, but we can’t 
stop the inevitable; we’ve got to pay the bills sooner or 
later. Uncle Sam will stop being a wet nurse only when 
the masses of our people realize this. 

The dawn of tax consciousness in this nation will ar- 
rive only when we have had the courage to discard those 
taxes, narcotic in their nature, which, while sapping our 
vitality, leave us blissfully ignorant of their damage, and 
substitute therefor necessary direct taxes, which we can see 
and feel. 

Although the country needs taxes for revenue, designed 
to distribute the burden over a larger proportion of the 
population, no legitimate tax program will be followed dur- 
ing this session of Congress. Piecemeal efforts at reform like 
those now proposed are both inopportune and inadequate. 
And, of course, we must remember that this is election year. 
A President, Senators, and Congressmen have to be elected 
or reelected. The real music will be faced in 1937. 

What then? you may ask. My answer is that if Con- 
gress is to do the honest thing tax innovations will be 
dropped. We'll reject artfully worded tax schemes designed 
to lead the masses to believe they’re escaping the levy, and 
substitute therefor a broader base for our income tax struc- 
ture, commensurate with our ability to pay, comparable with 
taxes we're all paying indirectly, under a sound and orderly 
program design to ultimately balance the Budget. 

I hope I can make it clear that what I am advocating 
is not a greater tax than that which we will be called upon 
to pay, but rather that our tax program be brought out in the 
open when our people will know what they have to pay and 
thus understand what the spending of Federal funds means 
to their pocketbooks. 

This statement may not carry popular appeal. I sup- 
pose I’ll be told why not “soak the rich” some more. Ladies 
and gentlemen, under the present “soak the rich” policy there 
isn’t anything left to soak. We could confiscate all the 
really large incomes and our problem would still be with 
us. Then I may be asked, Why not get after the big 
corporations? Why not a manufacturers’ sales tax or a 
transaction tax? In that event who will pay the bill? You, 
Mr. Average Citizen; you'll pay 90 percent of it by every 
purchase you make, because it will be passed right on to you. 

Some may say, Why not increase the corporation tax? 
If Uncle Sam took all the net income of every corporation 
that had a net income, he could obtain less than $3,000,000,- 
000, and we spend over twice that sum annually. 

The answer to this problem is retrenchment in the cost 
of government, aided and encouraged by direct taxation. 

Rather than be waylaid in the dark, let us understand 
the levy we have to pay, so that tax consciousness may be 
restored and efficiency and economy in government become 
an achievement, rather than a forlorn hope. 
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The Spirit of the Constitution 


By WILLIAM HARD, Author and Publicist 


In the You and Your Government series on “The Constitution in the 20th Century,’ under the auspices of 

the Committee on Ciwic Education by Radio, the National Advisory Council on Radio in Education, the American 

Political Science Association, and the American Academy of Political and Social Science, over an NBC-WEAF network, 
March 31, 1936 


body can be amended. It has been amended in times 

past. It doubtless will be amended frequently in the 
long times to come. Such amendments do not change Ameri- 
can institutions in any basic respect. Truly fundamental 
changes in those institutions can occur only if the amend- 
ments reach to the Constitution’s spirit. 

What, then, is that spirit? 

An approach to the answer to that question can be made 
most effectively through considering the most momentous 
change that was made in the social life of the American 
colonies by the War of Independence. It was a change in 
the attitude toward religion. It was a change. in the attitude 
toward the spirit of man. 


, \ HE Constitution has a spirit as well as a body. The 


The colonies had continued to be agitated by religious 
intolerances and discriminations. Established churches— 
established by discriminatory law—had flourished and had 
levied tolls upon believers and unbelievers alike. Religious 
tests had admitted some citizens to office and excluded others. 
In Maryland, founded by Catholics, the co-religionists of the 
founders were debarred by law from the public service. It 
was not our settlement in the New World, it was our War 
of Independence from the Old World, that cleared the 
American air of all such violations of the freedom of the 
spirit. 

Maryland, for instance, sent its most distingiushed 
Catholic, Charles Carroll, to the Revolutionary Continental 
Congress. Mr. Carroll was ineligible, because of his reli- 
gion, to any office in Maryland. His fellow-citizens, never- 
theless, found him appropriate to the new work in hand. 
He signed the Declaration of Independence on behalf of 
Maryland—and on behalf of something more. Long after- 
wards, in a letter to George Washington Custis, he said: 


“When I signed the Declaration of Independence I had 
in view not only our independence from England but the 
toleration of all sects and the communicating to them all 
equal rights.” 

Let it be remembered that even John Jay, first Chief 
Justice of the Supreme Court after the subsequent formation 
of the Constitution, had written a violent diatribe against 
Catholicism. Let it be remembered that the animosities of 
Anglicans against Congregationalists and of Congregational- 
ists against Anglicans had been still at a high pitch of 
mutual suspicion and dislike and reprisal. Let it be noted, 
then, that Charles Carroll’s discernment of the new nature 
of the new American era turned out to be, within a short 
time, totally correct. His anticipations were verified in 
1787 in the Sixth Article of the Constitution in the words 
“No religious test shall ever be required as a qualification 
to any office or public trust under the United States” and 
in 1789 in the First Amendment to the Constitution in the 


words “Congress shall make no law respecting an establish- 
ment of religion, or prohibiting the free exercise thereof.” 

But this new enlargement of mind on the subject of 
religion was accompanied by a recurrence to social views 
which outstanding and authoritative exponents of religion 
long had taught. Among such views was the doctrine of the 
“rights” of the individual—rights derived not, as in official 
English thought, from Magna Carta or from any other 
charters wrung from kings but, on the contrary, from the 
natural law of a divinely created universe. The distinction 
is one that has eternal consequences and it was amply recog- 
nized by the leading intellects of our Revolutionary struggle. 

Thomas Jefferson, for instance, in the Declaration of 
Independence, did not say simply that men were possessed 
of certain rights. He said that they had been “endowed” 
with certain rights by “their Creator.” And it was there- 
upon—and only thereupon—that he could and did speak of 
them as “inalienable”. 

And Alexander Hamilton said: “The sacred rights of 
mankind are written as with a sun-beam in the whole 
volume of human nature by the hand of divinity itself and 
can never be erased or obscured by mortal power.” 

It is obvious that both Jefferson and Hamilton were 
speaking of rights in the secular sphere. It is equally obvious 
that they were deriving them from the spiritual sphere. And 
thus they came—and only thus—to the doctrines of the 
sovereignity not of “the State” but of “the people.” ‘That 
doctrine can not be eradicated from the Constitution of the 
United States without destroying not merely its body but 
its spirit too. 

It is a doctrine which in the seventeenth century the 
Italian theologian Bellarmine had stated in the words “The 
people never so transfer their power to the King as not to 
retain habitual power in their own hands.” And at about 
the same time the Spanish theologian Suarez had similarly 
said that the people, if they so please, “retain the supreme 
governmental power in themselves, not having transferred 
it to any Prince.” <4 

But this is nothing but “the sovereignty oi the people,” 
implying and even necessitating a system of “delegated 
powers” and “reserved rights.” 

Such speculations originated in the halls of the theo- 
logians in Europe. They grew to constitutional embodiments 
in the halls of statesmen on these shores. James Wilson, 
one of the central luminaries of the Constitutional Conven- 
tion of 1787, denied that Blackstone was right in defining 
law as a “rule of action prescribed by some superior which 
the inferior is bound to obey.” He said that the origin of 
human law is in the people. He. said that the idea of a 
superior in the field of human law is “unnecessary, un- 
founded and dangerous.” That same desire to strip the 


State of all attributions of primary “superiority” was evi- 
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denced when the Tenth Amendment to the Constitution was 
resolved upon by the Congress, in 1789. 

As originally reported to the House of Representatives, 
that amendment stated that ‘““The powers not delegated to 
the United States by the Constitution, nor prohibited by it to 
the States, are reserved to the States respectively.” The 
House of Representatives carefully added the words “or to 
the people.” It wished no misunderstanding. The Constitu- 
tion perfected by our Revolutionary forefathers, consisting 
of seven articles and ten amendments, might have begun 
with the words ““We the States” and might have ended with 
the words “the States respectively.” It in fact began and 
begins with the words “We the people” and ended and ends 
with the words “or the people.” 

Innumerable conclusions flow from these considerations. 
The chief of them is this: 

“The people” is an abstraction which in practice means 
individuals. The political pre-occupation of the Constitution 
of the United States is fundamentally centered upon the 
rights, the reserved rights as well as the declared rights, of 
“the people.” It follows that its social pre-occupation is 
centered upon the preservation of the personalities of the 
individuals of whom “the people” is composed. When we 
say the spirit of the American Constitution and when we 
say the sacredness of individual personality, we say the same 
thing. 

It is in this light that the Constitution’s famous “divi- 
sion of powers” must be—in part, at least—examined. The 
Constitution takes care that no personalities of citizens shall 
too much dwarf the personalities of other citizens, whether 
in or out of office. 

Might the Legislative seek to monopolize the allegiance 
or to purchase the good will of citizens through the elec- 
tioneering enforcement or abatement of its own laws? It 
finds itself met by the fact that the laws are enforced by an 
independently chosen Executive. 

Does the Executive desire not only to enforce the laws 
but to make them? It finds itself met—at long last—even 
if not at once—by the personalities of the members of an 
independently chosen Legislative. 

Does the Legislative or the Executive exceed the Con- 
stitution enacted by the people themselves? There is en- 
countered a Judiciary sworn especially to support the Consti- 
tution and holding office for life. 

Does the Judiciary depart from the common sense of 
the general mind in the interpretation of the Constitution? 
Not many years can elapse before it is again brought into 
harmony with that mind through its appointment to office 
by the Executive with the advice and consent of the upper 
house of the Legislative. 

This system of many masters, none of whom can be 
despot, is not designed in the first instance to produce a 
strong government. It is designed in the first instance to 
make possible the emergence and the perpetuation of strong, 
unintimidated characters among citizens. It is only from 
the strength of the characters of citizens that it is hoped 
that the Government may acquire strength. 

The same analysis can be applied to the division of 
powers between the Central Government on the one hand 
and the States and localities on the other. The result of this 
division is not in the first instance further efficiency. It is in 
the first instance further individuation both of men and of 


places. In truly centralized countries there is a capital city 
and there are “provinces”. In the United States California 
is not a “province”. It is a psychological entity on its own 
account. And Chicago does not suffer from the political or 
thereupon the psychical inferiority complex with which Liver- 
pool gazes at London. Chicago sees in itself a personality 
which dims Washington and which it contrives to hope will 
dim New York. 

Our States are stars. Our localities are by way of being 
at any rate a luxuriant array of asteroids. They shine in 
some degree, and in a high degree, by their own light. And 
to what end? To the end that the human beings in them 
may not become the mere moons of the light of others. 


Does it thereupon follow that the system is perfected 
for all time? In its spirit, yes. In its body, no. And no 
in the name of every impulse in the veins and brains of the 
men who made it. 

As they reverenced individuality, so they detested all 
impediments to individuality. They indirectly and yet 
pointedly evidenced that detestation in their treatment of 
slavery in the Constitution. Four times in the course of the 
seven articles of the Constitution they were obliged to pay 
acknowledgment to the existence of slavery in the United 
States. Yet so repugnant was slavery to the spirit of the 
Constitution that nowhere in those seven articles does the 
word “slavery” or the word “slave” occur. Indirections are 
sought such as “other persons” in contrast to “free persons”. 
Those indirections are the prophecy of the Thirteenth 
Amendment whereby slavery was extirpated among us. 


The Whig Party could not perceive the spirit which 
animated those indirections. It perceived only that the letter 
of the Constitution acknowledged slavery. In its platform of 
1856 it said: 

“The Whigs of the United States have no new prin- 
ciples to announce, no new platform to establish, but are 
content to broadly rest—where their fathers rested—upon 
the Constitution of the United States, wishing no safer 
guide, no higher law.” 


The Whig Party bent its knee to the letter of the Con- 
stitution—to the letter that killeth. It ignored the spirit— 
the spirit that giveth life. Its desire to “rest” in the letter 
of the Constitution was its eternal rest in its political grave. 
It gave way to a party which was constitutional with the 
living breath of the Constitution. 


Shall we say that no more similar moments will arise? 

The free man of 1787 found his personality typically 
and reasonably adequately expressed in land which roughly 
sufficed for his sustenance and which was his in sole title 
and sole control. Shall we say that he is entirely satisfac- 
torily succeeded by employee number 8197 who is in a job 
or on the street by the unrestricted will of another? Or by 
a stockholder whose corporate property has been subtilized 
beyond all effective control by himself and his fellow-stock- 
holders? Or by a farmer the prices of whose products have 
become the toys of a monetary game played for purposes quite 
disassociated from the interests of agriculture? 

Shall we say that persons in such situations are really 
fully personalities? Shall we say that their personalities are 
not impaired and abridged? Shall we say that the letter 
of the Constitution demands that those impairments and 
abridgments be maintained? ‘The answer is that the spirit 
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of the Constitution demands that, if they exist, they shall 
some day, somehow be removed. 

It also demands, nevertheless, that they shall not be 
removed by the substitution of new tyrannies. What shall 
it profit a man if in order to save his soul from the domi- 
nance of a money-chaser he surrenders it to the dominance of 
an office-seeker ? 

The Constitution’s spirit rejects the whole principle of 
dominance. In our political life it gives us a scheme of 
divided powers which subordinates solitary dominance to 
multitudinous individuality. Is such a scheme inapplicable 
to our economce life? Is it impossible that we shall have 
there, too, a division of powers? Is it impossible that we 
shall have there, too, a simultaneous coherence of structure? 
Is it impossible that we shall again produce a James Wilson 


» and a James Madison who, in an economic incarnation, will 


know how to be the architects of a new secure freedom of 
economic personality? 

Is it impossible? Not if the Constitution really lives. 
Surely we should always remember that the Constitution 
was not merely an act of political science. It was an act 
of faith, Mr. Hamilton, who signed it, did not hesitate, 
as we have seen, to derive its spirit from rights assumed to 
exist in the soul of men by act of God. ‘The soul of man 
makes no distinction between the parts of life. It doés not 
inhabit the political part and ignore the economic part. The 
soul of man pervades all life, entire. So, then, does the 
soul of the Constitution. It pervades it, establishing free- 
doms, dreaming new freedoms, and, when it has dreamed 
them, seeking them, unsleepingly seeking them, till, in the 
fullness of time, it finds them. This is “reaction”. This 
is “revolution”. This is the Constitution. 


Education for Parents 


By MARK EISNER, Chairman of the Board of Higher Education, New York 


Before the Parent-Teachers’ Association of the Little Devereux Blake School, P. §. No. 6, Manhattan, 39 East 85th 
Street, New York City, March 10, 1936 


deepest Eastern Europe. A very rare and unusual 

object in the far away households, was the mirror. Men 
and women often lived a full lifetime and died without ever 
seeing a mirror. An old peasant went to market one day, 
and by the merest good luck and shrewd bargaining he 
managed to obtain a mirror. On returning home with his 
great prize, he stole into his hut and proceeded to hang the 
mirror on the wall, all the while muttering to himself in 
great glee. His wife approached the door of their shack 
and heard her husband as though in muffled conversation 
with someone. She immediately suspected the old man of 
infidelity, and rather than to interrupt her spouse and to 
receive a beating for her protestations, she waited silently 
ander the house, until her husband might come out, when 
she would settle her score with the hussy who was taking 
her place in his affections. Soon her husband left, and she 
had a chance to come in and get at her rival. As she came 
into the room, her reflection was caught in the mirror on 
the wall and she saw a face in it. She stopped a moment 
before pouncing on her quarry, as though to measure her 
opponent, but instead of striking out, she retreated through 
the door saying to herself under her breath, “the old fool, if 
he wants that hag he is welcome to her.” 

Now before you and I become too critical of the schools, 
the teachers, the curriculum, the facilities, it might be well 
for us to look at ourselves to see how we are doing as 
parents. This is why I have chosen as the subject of my 
address to you this evening “Education for Parents”. We in 
the United States spend the largest amount of money of any 
nation in the world for the education of our children. Our 
per capita expenses for elementary and high school education 
in 1930 were $18.86 as compared with $8.52 spent by Great 
Britain and $6.45 spent by Germany. For higher educa- 
tion we spend almost nine times as much as does Great 
Britain. ‘Thirty-seven per cent of all our public expendi- 


| REMEMBER aan old story about a peasant family in 


tures by Central and local governments, excluding expendi- 
tures for army and debt services, went for education. The 
percentage of high school and college students in America 
is higher by many times than in any other country on the 
face of the globe. These figures should demonstrate very 
clearly that we are avid for education. The democratic 
idea is predicated upon universal education. But there is, 
despite this important evidence of generosity, a real niggard- 
liness displayed by American citizens toward the cause of 
education. By this I mean that while we give money and 
lip service to education, we rarely if ever bother our heads 
much about it, or give generously of our time and energy 
to its consideration. 

There are over a million pupils in our City schools, 
and over thirty-five thousand teachers; that means that our 
Parent-Teachers’ Association can draw on nearly two million 
parents to join as members of the Association, and thirty-five 
thousand teachers, but you know the membership of the 
Parent-Teachers’ Association. Wouldn’t you say that this 
is a manifestation of the indifference of the parents? To 
overcome this indifference, it seems to me, it becomes neces- 
sary to devise some forms of education for parents. 

Don’t fear, I do not propose that you and I go back to 
a class-room. I am not so sure that we-can learn to correct 
our indifference and ignorance about the education of our 
children by going to a formal school. I have noted that 
parents who do some of the stupidest things with their 
children are often those who have taken the most courses 
in child psychology and training at the Colleges, and who 
have listened to many lectures on this subject. It seems to 
me, that without a formal course of study, or even without 
any special guidance, parents can readily learn the many 
things they must know. I say must advisedly, because at 
the risk of repeating an old saw, I will remind you that 
parenthood is a responsibility. A parent, who fails to dis- 
charge this responsibility adequately, imposes misery on him- 
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self or herself, and on the child; and the shirking of the 
burden transfers it eventually to society as a whole. 

You as intelligent parents are aware of the world about 
us. If we have eyes but to see, and ears but to hear, we 
know the daily happenings outside the sheltering walls of 
our homes. The more understanding we possess, the better 
we can interpret the effects of these happenings upon our 
progeny. Woe to us all if we fail to keep abreast of the 
changing times! Failing in an appreciation of these changes, 
we leave a gap between ourselves and our children, who are 
naturally taught in the modern and progressive schools the 
new forms and according to the new standards. Here I will 
particularize from my own experience to give you an idea 
how really far apart parents and children are in regard to 
the simplest current knowledge. A young boy, who is now 
at High School, has studied in his science classes all about 
the mechanics of the radio. When his father went to school, 
the radio had not yet been invented, and his sporadic reading 
about its development has not given him a firm foundation 
or knowledge about it. This child knows more about the 
radio, although he is only in his adolescence, than his father 
will ever know. When the radio goes bad, he will talk 
expertly about it to the radio man but dad cannot even con- 
verse with him about it. More serious than this, however, 
is the boy’s ready knowledge of social facts that he flings at 
his father with an easy grace, when conversation veers to 
the state of our society. If the father defends the old, with- 
out returning the son formula for formula and fact for fact, 
the father must remain just an old fogy who can’t even 
understand. 

One of our really great men of America who headed its 
largest educational foundation, frankly confessed once that 
he had been bested in an important argument by his nineteen- 
year-old daughter. She insisted that her father, who, she 
said, was living on the fat of the land, could never under- 
stand or sympathize with the mill worker who earns a dollar 
a day, when she can get work. This girl therefore proposed 
to cut loose from her father’s home and to go to work in a 
mill; to settle in a mill town, and to try to subsist on her 
own earnings at the mill, in order that she might really 
know how the vast majority of American people get along. 
Her wise father yielded to her proposal and let her have her 
way. This man knew and understood his child; he did not 
thwart her, because to do that would be to set up a barrier 
between them and to make his child unhappy. His times, 
his standards, his concepts, his aspiration for fulfilling him- 
self were altogether different from those of his daughter, 
yet he knew how to assure her happiness by allowing her to 
fulfill herself. 

It will be seen, that as parents we must be alive to our 
times. We must keep informed of the magic developments 
of science and of the arts. We must also know about and 
try to understand the changing conceptions of morality. Our 
society changes and presents new problems into which our 
children in this generation must fit. So many people make 
the serious mistake of trying to impose all their standards, 
their interests and their responses upon their children. This 
becomes the key to a whole storeroom of discontent and un- 
happiness. For, as every person knows, you can’t fit human 
beings into forms. All, with the exception of the dictators 
have long recognized this fact—and yet, every day we see 
parents mapping out careers for their children by their own 





patterns. Is it any wonder that our children often fail to 
fulfill our hopes and our dreams for their future? 

Essentially, all parents are interested to achieve three 
important things for their children’s welfare. Parents want 
their children to grow up to be healthy, happy and wise. 
Some parents may have a further ambition for their children; 
they may want them to be rich too. To expect these ends, 
they are always looking out for their children’s physical well 
being. Parents are definitely concerned with preparing their 
children to work and to earn a respectable livelihood as soon 
as it is wise for them to cease being dependent upon their 
elders. Fathers and mothers are vitally interested in adjust- 
ing their children so that they may live in decent, friendly 
and sympathetic relationships with their fellow men and 
women. 

I hope I have succeeded in showing you, in this outline 
of our jobs as parents, that education for fathers and mothers 
is indeed very important. I should say that it is almost as 
important as education for children. There is one further 
point wherein education for parents is essential. Educators 
have told us that what they can do for our children is as 
nothing when compared with what the home can do. Re- 
member, that throughout the formative years of a child less 
than one-seventh of his or her time is spent under the super- 
vision of teachers. We have them supposedly under the 
parental roof for about one hundred and forty hours in an 
ordinary school week, while they are in the schools for only 
twenty-five hours. This disproportion throws the responsi- 
bility for their education back upon us, and upon our homes. 
What we do in our homes is reflected in our children. Our 
conduct is often unconsciously imitated by our progeny, our 
very speech forms are reproduced and carried over by them. 
All that we are interested in, all that we do in our leisure 
time and in our working hours, is impressed upon them and 
is subject to their mimicking. It thus becomes necessary to 
temper our language in their presence and even to exercise 
great care in our choice of amusements and in our general 
demeanor. This is part of the curriculum I would prescribe 
for the course in education for parents. 

Let us see what we must learn to care “a the health 
and physical well being of our children. We must know 
how to house them, how to nourish them, how to care for 
them in illness, how to clothe them against all hazards of 
the weather. We must know how long and how they must 
sleep; how long and how they need to rest; and how long 
and how they can exercise and play. Our own mothers may 
have done all these things very well, simply guided by their 
natural instincts to preserve their broods. But you know 
the changing figures on child birth and child mortality. 
When the standard was never under six children to a family 
and sometimes as high as twenty, the loss of a few children 
through carelessness did not matter. Furthermore, the haz- 
ards to life, especially in the larger cities, have been greatly 
multiplied. With smaller families it has become necessary 
to exercise even greater care to preserve each offspring. The 
easy and rapid intercommunication of diseases, the hazards 
from crowding in our closely settled communities, our sys- 
tem of heating and ventilation, all present new and unex- 
plored problems in the effort to preserve health. Those of 
us who are even dimly aware of the advances in modern 
medicine and dietetics, want to take full advantage of these 
opportunities for health for ourselves and our children. We 
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must, therefore, know how to choose a doctor and how to 
carry out his instructions. I think I could go on indefinitely 
just listing the many things parents must know in order to 
raise healthy children, but time will not now permit us to 
explore this vital field further. 

The problem of preparing our children for work and 
the earning of a respectable livelihood presents an even more 
difficult series of questions which we all have to learn to 
answer. When you and I were children, our parents needed 
to give this matter but scant attention. Even up to the 
twenties of this century, parents who expected their children 
to earn their own livelihood had but to exercise due diligence 
to see to it that they gave them some little guidance and 
training. In any case boys and girls could come fresh and 
untrained from any one of our schools and soon get jobs that 
would ultimately train them and lead them to some measure 
of economic adjustment. ‘Today the situation is completely 
changed. I know some prominent and influential men who 
must continue to support their sons and daughters who are 
in their middle twenties, because these have been unable to 
One in every four young Americans, between the 
ages of 16 and 24 is now out of school and out of work as 
well. Fifteen million boys and girls of these ages, who are 
either at school or at work are in the greatest number of 
cases occupying places in industry where their opportunities 
for advancement are limited, or are marking time in the 
schools because there are no jobs available for them. Boys 
and girls who have been prepared to be doctors, lawyers, 
engineers, accountants and the like can’t get the chance to 
even start in the gathering of the practical experience so very 
essential to the preper practice of these professions. How 
in the midst of this overwhelming situation, that is occupying 
the best minds of our country, are we to achieve some eco- 
nomic beginning for our children? We must not only be 
wise in the choice of schools and courses and professions for 
our children, to give them the benefit of that little edge, that 
may mean for them a job, but in this highly competitive 
situation we must lend a hand to help our boys to plan and 
to organize and to contact their lives so as to make possible 
some economic adjustment. Talk about your education for 
parents, it may become necessary for prospective parents to 
pass an examination in vocational guidance before they are 
permitted to usher children into this world, or at the least 
they may be required to show a bank-roll of a sufficient bulk 
to satisfy the authorities that their children and grand chil- 
dren will not become public charges. I am now speaking 
facetiously of course. It is needless to develop this point 
much further except that before I leave off | must warn you 
once more that in the matter of vocational selection, just as 
in all other matters affecting children, it is essential to avoid 
a seeming assertion of the parental authority. We have no 
right to enforce our views on our children, simply because 
we are their parents. We have all seen the ambitions of 
the parents thwarting their children. It will take much 
education of parents, especially of the generations that have 
been brought up to a strict adherence to rules by the heads 
of the house, to avert the calamity of unreasonable, poorly 


get jobs. 


based insistence upon that authority. We must learn to 
look the facts in the face, throwing off our ancient habits 
and prejudices, if we are to meet our children and help them 
with their problems—and especially the important problem 
of economic adjustments in a new world. 


This takes me to our third objective—namely to adjust 
our children so that they may lead reasonably happy lives 
and live in friendship and harmony with their neighbors. 
I will leave it to the preachers to tell us about the essential 
import of inculcating moral ideals in our children. But I 
can say from my lay observations that parents today certainly 
need much educating in moral ideals. With statesmen and 
nations blatantly lying to each other; with workers and em- 
ployers each chiseling for a little advantage; with our mul- 
tiple standards of personal morality, it must indeed be very 
confusing to the child’s mind when he hears much prating 
about morality. How can we say to our children you must 
not cheat, you must not lie, you must not steal, you must 
not kill, when they have every evidence all about us that 
our society carries on amidst all these transgressions. When 
children begin to question why we tolerate and sometimes 
even respect those who do all these things which we are 
careful to say to them that they must not do, we need some 
very tall educating to make satisfactory answers. 


I hope that I have here indicated that parents need 
educating and not in their early years alone. Throughout 
their lives if they are to stay alive and exert some beneficial 
influences on their children and society generally, they must 
continue to keep abreast of things and to learn. They will 
thus be better fitted to provide for the physical, economic 
and social well-being of their children; and I take it that 
these are the principal objectives of all parents, unless they 
are like the head of the community with whose story I shall 
close my address. 


There was once a wealthy man who had come by his 
money after much hardness and fighting in his many dealings 
with his fellow men. One day he sought an office of honor 
from his neighbors, and because of his riches and power, 
he achieved that office. A man came to visit the city where 
this wealthy man lived, and hearing of his riches and posi- 
tion he decided to go to him so that he might talk with him. 
He asked a man to be shown the way to the rich man’s 
house. The man replied “Oh, that old skinflint, he lives on 
the next street over.” When he came to the street indicated, 
he asked yet another man to point out the house so that he 
might enter. This man pointed to a tall building and said 
“That old scoundrel lives there.” Arriving before the house, 
the visitor asked someone working on the grounds if the rich 
man was in, and the worker said “Oh yeah, he is in there all 
right, guarding his ill gotten gains from the likes of him.” 
Finally the visitor came face to face with the rich man and 
after talking to him for a while he could not repress his 
curiosity any longer, so he asked him “Tell me, my good 
man, whatever induced a man of your great material success 
to seek public office?” “Oh well,” he answered very expan- 
sively, “You know, after all every man wants to have his 
fellow men think well of him and to do him honor.” 














Robert H. Jackson 





The Proposed Revision of 
Corporation Taxes 


By ROBERT H. JACKSON, Assistant Attorney General of the United States 
(In charge of Tax Division, Department of Justice; formerly Gene 7l Counsel, Bureau of Internal Revenue, 
Treasury Department) 


Before the Young Democratic Club of New York City, at National Democratic Club, New York, N. Y., Over a 
Network of the National Broadcasting Company, March 18, 1936 


Democratic Club leads me to put aside the tempta- 

tion to make the usual political speech and instead 
to present my personal views of President Roosevelt’s pro- 
posed revision of the Federal tax on corporations. It is a 
living and important subject upon which there is much 
public confusion and not a little loose talking. 

Some of the public discussion of Federal taxation indi- 
cates misunderstanding of present as well as of proposed 
laws. 

Former President Hoover, speaking to the Life Under- 
writers Association a few nights ago, said: 


T> honor and pleasure of speaking to the Young 


“It would seem that when our Federal government 
and our State governments are endeavoring to build up 
economic security for the individual through old-age pen- 
sions and through unemployment insurance, that this great 
segment of economic security represented by life insurance 
might well be free from taxation. I regret that that is 
not the case. The tax collector has found that it is a 
fertile field for easy taxes. And such taxes come out of 
the poor, for only 5,000,000 people pay income taxes, 
yet 63,000,000 have insurance. It would be just as logical 
to tax old-age pensions, savings bank deposits or any other 
provision of economic security.” 


Whatever may have been intended by this statement, 
it has been widely accepted as indicating that the former 
President’s concern for the poor led him to make this protest 
against some step now proposed, or already taken, to tax, in 
some new form, the life insurance held by those of humble 
circumstances. 

Let it be clearly understood: 

First. No kind or type of Federal tax affects life in- 
surance today that was not contained in the revenue laws 
approved by Mr. Hoover. 

Second. The proceeds of life insurance have the same 
exemptions now as under the State tax law approved by 
Mr. Hoover. To a beneficiary other than executor $40,000 
is absolutely free of tax. Above that sum it is now subject 
to estate tax only if the net estate exceeds $40,000 above 
the exempt insurance. So $80,000 may be left to bene- 
ficiaries before a tax begins on insurance. It can hardly be 
said “this tax comes out of the poor.” 

Third. Mr. Hoover’s estimate of five million income 
taxpayers is an exaggeration of any recent figures. At the 
end of Mr. Hoover’s four years only 1,747,740 reported 
having enough income so that they were taxable. Happily, 
that number has now substantially increased and is steadily 
increasing. 

Confronted with the decision of the Supreme Court, 





which took processing taxes away from the Government, 
and by the enactment of the soldiers’ bonus law, President 
Roosevelt invited the Congress to consider a “form a tax 
which would accomplish an important tax reform, remove 
two major inequalities in our tax system, and stop ‘leaks’ in 
present surtaxes.” The changes proposed are in the taxes 
on corporations. 

These proposals have not been well understood, because 
Federal taxation has long been exceedingly technical and 
complex. But the principles of the tax reform proposed by 
the President are not beyond general understanding. Let us 
first see what was wrong with the old system. 

One wrong is that the present corporation tax makes 
use of the corporation, as a form of business organization, 
cost too much for the small business man. Income of the 
corporation is taxed from 12% percent to 15 percent. 
A business of small profit, costs less tax, if done by the in- 
dividual without incorporation. If the net profit of a busi- 
ness is under about $18,000, it now costs more in taxes to 
be incorporated than to operate as an individual. A partner- 
ship is cheaper in taxes than a corporation, if the share of 
profits of each partner is less than $18,000 a year. ‘There 
is no just reason why the privileges and advantages of in- 
corporation should be limited to those of large incomes. 
Under the plan proposed by the President, the disadvantage 
upon small business will be removed. 

A second wrong in the present tax law is that the 
owners of a business with big income would pay less tax by 
keeping the profits in a corporation than if they took them 
out and paid the surtax which applies to large individual 
incomes. As long as profits stay in the corporation they are 
taxed at only 15% but when they are paid out, the stock- 
holder may have a surtax which would reach 52% for the 
high brackets on a $100,000 income. Thus the stockholder 
with a large income now saves tax by locking up earnings 
in the corporation instead of paying dividends. His stock is 
increased in value by the earnings plowed back. If he dies 
still owning the stock no one would pay income tax on such 
increase. If he enters a reorganization of his company, by 
merger or consolidation, he gets the advantage of his in- 
creased value tax free. Devices to get the benefit of the 
profits without paying the surtax on them have been many 
and too often successful. 

For this purpose numberless holding companies were 
created and are now operated to collect corporate profits 
and to prevent distribution to individual owners. These 
“incorporated pocketbooks” have long been used to evade 
taxes and have long vexed Congress. Various provisions to 
reach personal holding companies and to prevent unreason- 
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able accumulations of surplus to avoid taxes have been 
enacted. None worked well in actual practice. The result 
is that existing laws permit the rich man to use the corpora- 
tion to his great tax advantage, while a man of moderate 
income can not make use of the corporation for legitimate 
business purposes without paying a penalty in the form of 
higher tax. That this discrimination against small business 
has fostered monopolies ought to be obvious. 

Not only is existing tax law unfair to small business 
in competition with big business, but where the great and 
the small put their savings to work together in one big 
corporation, there is a conflict of interest in which the 
small stockholder often suffers loss of his current income 
to help the big stockholder save his tax. Some of America’s 
most worthy enterprises are possible only by combining the 
savings of thousands of small stockholders with those of the 
larger and managing stockholders. Because their interests 
are small and scattered, small stockholders are helpless and 
policies are fixed by the management representing large 
stockholders. They prefer to pay a'small dividend, or, in 
some cases, no dividend at all, and pursue the policy of 
“plowing the earnings back into the business.” ‘This is very 
well for those with other source of income. It is a hard- 
ship to the small investor whose dividends, if paid to him, 
would help buy comforts of life. Moreover, the policy of 
withholding dividends often lowers the value of his stock, and 
he finds that, not only is he deprived of the true earnings of 
his investment, but he cannot even sell it at a fair price. It is 
bad enough when men in control of great aggregations of 
wealth disregard the interests of their less well-to-do in- 
vestors, but it is intolerable that the Government should 


actually put a premium on such conduct, as out tax laws 
now do. 


Another disadvantage from the public point of view 
is that this corporation hoarding policy has caused the con- 
centration of much capital in the control of a few hands and 
encouraged monopolies. Possessed of earnings, which the 
big stockholders cannot afford to withdraw as dividends, 
the natural tendency is to reinvest, to buy out competitors, 
buy sources of material or otherwise extend control of 
markets or of resources. For many years our tax laws have 
encouraged the concentration of capital and stimulated 
monopolies. Reorganization provisions have permitted the 
stepping up of wealth through merger and consolidation of 
companies, with the postponement of all profits tax until the 
securities taken in the reorganization were sold. If they 
were held until the death of the owner, they escaped any 
income tax whatever. One corporation could receive divi- 
dends from another without the payment of any income 
tax thereon, but an individual could not get a dividend 
without including it in his surtax calculation. This was al- 
most a subsidy to the holding company which brought a 
train of evils to our economic system. The device of con- 
solidated returns permitted systems of corporations to off- 
set operating profits with paper losses for tax purposes and 
to build a pyramid of companies in which a little investment 
would control a vast amount of wealth. The abolition of 
the privilege of consolidated returns under this Administra- 
tion, has already produced, as those who administer the 
revenue laws can see, a tendency to simplify corporate struc- 
ture. Enactment of the intercorporate dividend tax, though 


small, has further stimulated the movement to unscramble 
complicated corporation structures. 

However, this concentration of corporate assets had al- 
ready proceeded to a startling degree by 1933. Over 53 per- 
cent in value, of all assets owned by corporations in this 
country was owned by only 618 out of our half million 
corporations. Five percent of the corporations owned 85 
percent of all the wealth owned by corporations in 1932. 
We find the same concentration of income. Of all net 
incomes enjoyed by corporations in 1932, over 50 percent 
went to 201 corporations, which represented only three 
tenths of one percent of the number of corporations having 
some net income. There is no evidence that a limit to the 
continued increase of corporate size has yet been reached, or 
that any real obstacle, economic or legal, to the continued 
concentration of corporate wealth has yet been created. Our 
antiquated tax laws foster the increase, because withholding 
profits from stockholders and use of them to finance monopo- 
listic practises has played a large part in this unwholesome 
development. 

Another undesirable effect of the present corporation 
tax law is that it encourages raising of capital by bonds 
instead of through stock ownership. Interest on a debt is 
taken as a deduction from income before figuring tax. Divi- 
dend payments are not. Hence the corporation saves tax 
by borrowing money at interest rather than issuing stock 
and paying dividends. Proper dividends and interest are 
equally costs of use of capital, and in spite of legalistic dis- 
tinction between them should, it always seemed to me, have 
equal tax treatment. 

Financing by debt has been too largely indulged in this 
country. Fixed interest charges have brought many corpora- 
tions to receivership which would have been unnecessary if 
more of the capital had been raised by stock. A corpora- 
tion which has raised its capital by stock ownership may, 
in a period of depression, be obliged to suspend dividends, 
but that does not wipe out the stockholders. When the 
depression is over they participate in the corporation’s re- 
covery. If the corporation, however, has raised its capital 
in part by a bond issue and cannot meet the interest, it can- 
not suspend interest payments. It is hustled into receiver- 
ship. Sales at foreclosure or reorganizations are had. The 
stockholder is entirely wiped out and can never participate 
in the recovery, and too often the bondholder meets sub- 
stantially the same fate. Yet our tax laws have for a gen- 
eration driven corporations in the direction of financing by 
debt because it was cheaper from a tax point of view for 
them to raise their capital through fixed interest obligations 
than through stock issues which impose a more flexible ob- 
ligation. 

This inequality, this pressure to create an unsound 
capital structure is relieved by the proposal of the Presi- 
dent, so that corporations would no longer find it to their 
advantage to set up capital structures that could not stand 
days of adversity. 

Just what does the President propose? In the language 
of his tax message, it is “a proper tax on corporate incomes 
(including dividends from other corporations) which are 
not distributed as earnings.” “The rate on undistributed 
corporate income should be graduated and so fixed as to yield 
approximately the same revenue as would be yielded if cor- 
porate profits were distributed and taxed in the hands of 
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stockholders.” A simple way of stating the suggestion is that 
the corporation be permitted to figure its taxable income 
in the same manner as now, except that it would take credit 
against its income for dividends paid, as it now takes credit 
for interest paid. This would leave a dividend paying 
company with a smaller amount to be taxed. This smaller 
amount would, of course, be taxed at a higher rate to be 
fixed to raise adequate revenue and discourage excessive 
withholding of earnings from stockholders. 

What effect should we expect from this? 

Stockholders of the great industries know that the 
first effect is that it eliminates the present 15 percent tax 
on earnings actually distributed to them. Their earnings 
now pay a 15 percent tax before they can be distributed. 
Under the President’s proposal the corporation will not have 
to pay this 15 percent to the Government, if it pays the 
earnings to those who are entitled to them. Each stockholder 
will pay his own tax on dividends based on his income. 

Any corporation which distributes 60 percent of its 
total earnings will have no higher tax to pay under the 
proposed law than it now pays. The corporation that is 
distributing more than 60 percent may actually have its 
taxes reduced. The increases will affect only those corpora- 
tions which withhold an undue share of earnings from those 
who have invested. 

The proposed tax law will make the corporate form 
of doing business available to the small business man without 
a tax penalty. It will be available to the big business man 
even more freely than it is now available to him for the 
purposes of conducting a legitimate business. But it will 
not be advantageous, to either large or small business men, 
to use the corporate organization to freeze out smaller stock- 
holders. That device is by no means confined to Wall 
Street. I have seen it operate on Main Street. It will pre- 
vent the use of corporations for tax evasion and it will en- 
courage corporations to finance through the safe method of 
stock ownership rather than through the treacherous method 
of financing by creating excessive debt to avoid taxation. 

The question is asked, can corporations get new cap- 
ital under this plan? I believe they can. As the effects of 
the law become apparent, receiverships will be less frequent 
and reorganizations less common. Stockholders will be less 
frozen out. The return received on the stock will be much 
nearer the earnings of the corporation. There will be a 
greater inducement to stock ownership. The corporation 
that has earnings and is distributing them should have no 
difficulty in financing itself with stock issues especially with 
the additional assurance of the tax law that the stockholders 
will receive what the company actually earns. 

The argument made against this proposal, almost the 
solitary argument, is that corporations should not be taxed 
on undistributed profits because it will discourage them 
from laying aside surplus for the “rainy day.” Those who 
are honestly fearful of that effect should remember that those 
profits—as well as others—are now taxed. Also that under 
the proposed law any corporation which intends to dis- 
tribute two-thirds of its earnings will have no larger tax 
to pay than under the present system. It may, at the same 
cost as now, lay aside one-third of its earnings for the 
“rainy day.” Those who favor conservative and prudent 
corporate management—and I am one of those—will find 
this law no threat. It does not penalize reasonable reserves 


——it repeals as much burden as it imposes upon reasonable 
management. 

Besides those who are genuinely fearful that “rainy 
day” surpluses of corporations might be discouraged, there 
is another and more noisy group whose fears are just as 
genuine but not so noble. They have had privileges and 
advantages in our tax laws so long that they think they are 
part of the Constitution. It is they who form the leagues 
to prevent cruelty to millionaires. They are now engaged 
in trying to show that their corporate surpluses are great 
umbrellas which they hold over our whole stockholding 
public when the “rainy day” comes. Let’s look at the 
revenue figures and see who is really under the umbrella. 

Of course out of our 120,000,000 population only those 
who are stockholders can get any protection. While all of 
the stockholders of all corporations add up to nine million, 
there are enormous duplications, and it is probable that the 
number of persons owning corporate stock does not much 
exceed 2% million. 

In 1933 the 1,740,000 persons who filed income tax 
returns accounted for receipt of 85 percent of all the divi- 
dends paid by domestic corporations. But this confirms the 
estimate that the benefit of “rainy day” surplus dividends 
could not, in any degree, reach over 2% million people. 
Thus a very small part of our population got even trifling 
shelter from the umbrella. 

Now let us see what this shelter meant to the various 
groups who did share it. First let us look at the group most 
in need of income, most affected by unemployment, most 
certain to put any money they could get into immediate 
circulation by purchases of necessities—this is the largest 
group of all—those with net incomes under $5,000 per year. 
We find that they earned in wages and salaries 66 per cent 
of their income, and received only 5.07 per cent of their 
total income from dividends. Certainly such small income 
groups are barely under the edge of the umbrella. 

Now let us turn to the other extreme. Those with 
incomes above $500,000 we find get over 50 per cent of 
theirs from dividends, they also get large amounts in interest, 
and actually earn from wages and salaries only about 3 per 
cent of their total incomes. They are the boys who are 
really clear in under the umbrella. 

I do not deny that corporate surpluses are useful against 
the rainy day. But I do deny the claim that such surplus 
is used as a gigantic relief fund for those in need. It no 
doubt does help many who need it. It could benefit many 
more. Many who need it most have to sell their stock 
before the depression gets far, and the greater benefits go 
to those who give up no necessities and but few luxuries, 
as a result of the rainy day. 

No country has permitted so extensive a concentration 
of corporate owned wealth as we have, and none has had 
such a large part of its total wealth locked up in corporate 
controlled surpluses. Neither has any other country had 
so intense a depression. This is not enough to prove the 
point, but it does justify the suspicion, that, if this wealth 
and purchasing power were better distributed, we might not 
have so many rainy days. 

It is for this reason that many business men, who are 
engaged in industry and not in tax avoiding, are favoring 
the President’s proposal. It erases old inequalities, encour- 
ages sound financing, prevents tax evasion, permits reason- 
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able surpluses, and removes the obstacle that now stops the 
distribution of purchasing power. 

A letter written in May of 1931 by one of the dominant 
stockholders of a great American industrial corporation to 
his son, who was soon to become a director, has been made 
public in a litigation. He wrote of the large block of stock 
he was presenting to his son: 

“Tt is not paying any dividends at present as the com- 
pany is expanding and using its surplus earnings for that 
purpose; but this course is better in the long run for the 
stockholders than would be the present receipt of cash 
dividends.” 

Here, my friends, is the perfect expression of the doc- 
trine of these corporation paternalists who do not want to 
pay over earnings to those who have invested. We know 
these dominant stockholders saved their own surtax by re- 
fusing to distribute earnings. But in May, 1931, a depres- 
sion year, where was the umbrella for the stockholder that we 
hear about? In that year how many small stockholders sold 
this stock at depreciated prices because it was paying noth- 


ing to help carry it? How many lost homes for want of 
a dividend to help meet interest? The distress caused by 
this policy of regimenting all stockholders, and making them 
goose-step to the tune of the tax avoiding management can 
not be fully known. 

The new tax proposal would discourage this paternal- 
ism by the corporation managements and let the funds move 
to those who own them. 

This proposal will need and will have careful drafts- 
manship. Even so, it will have defects, but imperfections 
will be revealed by experience, and amendment will cor- 
rect them. This is the course of all new legislation. De- 
mands for unjustified exceptions, exemptions and _ special 
treatment will have to be resisted. 


The principles set out in the President’s tax message 
are capable of becoming the most significant reform in our 
entire income tax experience. It deserves the studied and 
aggressive support of al! “young” democrats and all who 
share President Koosevelt’s vision of an economic order 
that rests on a more equitable sharing of the tax burden. 


New Approaches to Old Problems 


» PRESIDENT FRANKLIN D. ROOSEVELT 
On receiving an honorary degree from Rollins College, Winter Park, Florida, March 24, 1936 


I am honored in becoming an alumnus of Rollins 

College, not alone because of my deep interest in the 

work that is being carried on here, but also because of the 

long-time personal friendship between your president and 
myself. 

It is because of the varied culture, the tireless industry 
and the independent thinking of Dr. Holt that his old 
friends were not at all surprised when he substituted new 
ideas in education for old practices. 

These changes fearlessly inaugurated at Rollins are 
bearing fruit. They are being watched by educators and 
laymen. ‘The fact that in some respects they break away 
from some of the old academic moorings should not startle 
us. In education, as in politics and economics and social 
relationships, we hold fast to the old ideals and all we 
change is our method of approach to the attainment of the 
ideals. Stagnation follows standing still. Continued growth 
is the only evidence of life. 

Yet growth and progress invariably and inevitably are 
opposed—bitterly, falsely and blindly opposed. In a remark- 
able film on the life of Louis Pasteur which I saw the other 
night, the great English chemist, Lister, said to Pasteur when 
the latter was being denounced as a charlatan and an im- 
postor by leading doctors of the French Academy of Medi- 
cine: ‘My dear Pasteur, every great benefit to the human 
race in every field of its activity has been bitterly fought in 
every stage leading up to its final acceptance.” 

What has taken place at Rollins illustrates what I speak 
of as new approaches to old problems. If you abolish lec- 
tures and recitations and substitute the conference plan of 
study, you do not abandon the old ideals of culture. An 
amazing increase in the very number of things which an edu- 


; Prise ie HOLT, Ladies and Gentlemen: 


cated man must know today calls not only for more facts but 
calls also for what might be called a third dimension in 
education, the tying together of all the subjects and all the 
facts into the relationship of their whole with modern life. 

Just as you and, indeed, the faculty and the students 
in any college reach conclusions individually and collectively, 
so do the masses of our people individually and collectively ap- 
proach governmental problems. All of us are greatly influ- 
enced by group association. The family group is the oldest, 
the smallest and yet through all change and all time the 
most important. 

Yet there are groups with some of which almost all have 
some form of association—the church, the social circle, the 
lodge, the labor organization, the political party, the neighbor- 
ing farmers. Business and commerce are almost wholly made 
up of groups. 

The fact of this group existence and resulting group 
thinking brings forward one of the great problems of orderly 
government functioning. 

It is the problem of Government to harmonize the inter- 
ests of these groups which are often divergent and opposing 
in order to guarantee security and good for as many of their 
individual members as may be possible. The science of 
politics, indeed, may properly be said to be in large part the 
science of the adjustment of conflicting group interests. 

In the community Local Government must adjust small 
groups for community good. In States larger groups must 
be coordinated for the greater good of all the people with- 
in the State. In the Federal Government the problem is 


to adjust still greater groups in the interest of the largest 
group of all, 125,000,000 people in whom reposes the sov- 
ereignty of the United States of America. 

But it is well to remember that the individual citizen 
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contributes most greatly to the good of this largest group 
only when he or she thinks in terms of the largest group. 
Only in this way can democracy and a republican form of 
government permanently succeed. 

Not long ago two nationally known men visited me, one 
in the morning, the other in the afternoon. I asked the 
opinion of each of them in regard to a suggested new tax 
to replace a former tax which had been declared uncon- 
stitutional. My friend of the morning replied: 

“IT could not approve of that kind of tax; it would 
cost me many thousands of dollars.” 

My friend of the afternoon said: 

“Such a tax would, it is true, cost me many thousands 
of dollars, but I am inclined to think that it is a fair tax, 
a tax equitable for the people of this country as a whole 
and, therefore, I would favor it.” 

The development of national understanding as opposed 
to purely individual or local group domination is growing 
by leaps and bounds throughout our nation. It is the logical 
development of broader and better education and it is the 









logical development of the extension of what I sometimes 
call the policy of the good neighbor. 

The good neighbor is not just the man who lives next 
door to you. The objective includes the relationship of your 
family to his; it extends to all the people who live in the 
same block; it spreads to all the people who live in the same 
city, the same county and the same State; and, most im- 
portant of all for the future of our nation, it must and 
shall extend to all your neighbors, to your fellow-citizens in 
all the States and in all the regions which make up the 
nation. 

First of all your duty and mine is to the nation. If 
we perform that duty well, you and I, the policy of the 
good neighbor will in the long run assert itself so strongly, 
so victoriously, that it will spread to other peoples and na- 
tions throughout the world. The ideal is there, developed 
to a greater or less extent among the masses of the people 
in every nation. We of the Western Hemisphere are work- 
ing together to prove the practical value of this great ideal 
of peace and justice among men and among nations. 


Message on Taxation 


WITH SUGGESTIONS AS TO CORPORATION SURPLUSES 
By PRESIDENT FRANKLIN D. ROOSEVELT 
Sent to Congress, March 3, 1936 


O the Congress of the United States: 
On Jan. 3, 1936, in my annual budget message 
to the Congress, I pointed out that without the item 
for relief the budget was in balance. Since tha: time an 
important item of revenue has been eliminated through a 
decision of the Supreme Court, and an additional annual 
charge has been placed on the Treasury through the enact- 
ment of the Adjusted Compensation Payment Act. 

I said in my budget message: 

“|, . the many legislative acts creating the machinery 
for recovery were all predicated on two interdependent be- 
liefs. First, the measures would immediately cause a great 
increase in the annual expenditures of the Government—many 
of these expenditures, however, in the form of loans which 
would ultimately be returned to the Treasury. Second, as 
a result of the simultaneous attack on the many fronts I 
have indicated, the receipts of the Government would rise 
definitely and sharply during the following few years, while 
greatly increased expenditure for the purposes stated, 
coupled with rising values and the stopping of losses, would, 
over a period of years, diminish the need for work relief 
and thereby reduce Federal expenditures. The increase in 
revenues would ultimately meet and pass the declining cost 
of relief.” 

“This policy, adopted in the Spring of 1933, has been 
confirmed in actual practice by the Treasury figures of 1934, 
of 1935, and by the estimates for the fiscal years of 1936 
and 1937.” 

“There is today no doubt of the fundamental sound- 
ness of the policy of 1933. If we proceed along the path 
we have followed and with the results attained up to the 
present time we shall continue our successful progress during 
the coming years.” 





If we are to maintain this clear-cut and sound policy, 
it is incumbent upon us to make good to the Federal Treas- 
ury both the loss of revenue caused by the Supreme Court 
decision and the increase in .expenses caused by the Ad- 
justed Compensation Payment Act. I emphasize that ad- 
herence to consistent policy calls for such action. 

To be specific: The Supreme Court decision adversely 
affected the budget in an amount of $1,017,000,000 during 
the fiscal year 1936 and the fiscal year 1937. This figure 
is arrived at as follows: 

Deficit to date (expenditures chargeable 
to processing taxes less processing 
taxes collected) in excess of that con- 
templated in the 1937 budget...... 

Estimated expenditures to be made from 
supplemental appropriation approved in 
the Supplemental Appropriation Act, 


$28 1,000,000 


Peak chk kh ss sha weednckonn 296,000,000 
Estimated expenditures to be made under 

the Soil Conservation and Domestic 

I ME 2s pw tance osebae as 440,000,000 


Total additional deficit 1936 and 1937, 
due to Supreme Court decision and 


adjusted farm program............ $1,017,000,000 


For the purposes of clarity, I divide the present total 
additional revenue needs of the Government into the perma- 
nent and the temporary ones. 

Permanent Treasury income of five hundred million 
dollars is required to offset expenditures which will be made 
annually as a result of the Soil Conservation and Domestic 
Allotment Act recently enacted by the Congress and ap- 
proved by me; and an additional sum recurring annually 
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for nine years will be required to amortize the total cost of 
the Adjusted Compensation Payment Act. 


The net effort of paying the veteran’s bonus in 1936, 
instead of 1945, is to add an annual charge of one hundred 
and twenty million dollars a year to the one hundred and 
sixty million dollars already in the budget. 


We are called upon, therefore, to raise by some form of 
permanent taxation an annual amount of six hundred and 
twenty million dollars. It may be said, truthfully and cor- 
rectly, that five hundred million dollars of this amount 
represents substitute taxes in the place of old processing taxes, 
and that only one hundred and twenty million dollars repre- 
sents new taxes not hitherto levied. 

I leave, of course, to the discretion of the Congress 
the formulation of the appropriate taxes for the needed 
permanent revenue. I invite your attention, however, to a 
form of tax which would accomplish an important tax re- 
form, remove two major inequalities in our tax system, and 
stop “leaks” in present surtaxes. 

Extended study of methods of improving present taxes 
on income from business warrants the consideration of 
charges to provide a fairer distribution of the tax load 
among all the beneficial owners of business profits whether 
derived from unincorporated enterprises or from incorpo- 
rated businesses and whether distributed to the real owners 
as earned or withheld from them. The existing difference 
between corporate taxes and those imposed on owners of 
unincorporated businesses renders incorporation of small 
businesses difficult or impossible. 

The accumulation of surplus in corporations controlled 
by taxpayers with large incomes is encouraged by the pres- 
ent freedom of undistributed corporate income from surtaxes. 
Since stockholders are the beneficial owners of both distributed 
and undistributed corporate income, the aim, as a matter of 
fundamental equity, should be to seek equity of tax burden 
on all corporate income whether distributed or withheld from 
the beneficiary owners. As the law now stands our corpo- 
rate taxes dip too deeply into the shares or corporate earnings 
going to stockholders who need the disbursement of divi- 
dends; while the shares of stockholders who can afford to 
leave earnings undistributed escapes current surtaxes alto- 
gether. 

This method of evading existing surtaxes constitutes a 
problem as old as the Income Tax Law itself. Repeated 
attempts by the Congress to prevent this form of evasion 
have not been successful. The evil has been a growing one. 
It has now reached disturbing proportions from the stand- 
point of the inequality it represents and of its serious effect 
on the Federal revenue. ‘Thus the Treasury estimates that, 
during the calendar year 1936, over four and one-half bil- 
lion dollars of corporate income will be withheld from stock- 
holders. If this undistributed income were distributed, it 
would be added to the income of stockholders and there 
taxed as is other personal income. But, as matters now 
stand, it will be withheld from stockholders by those in con- 
trol of these corporations. In one year alone the Govern- 
ment will be deprived of revenues amounting to over one 
billion three hundred million dollars. 


A proper tax on corporate income (including dividends 
from other corporations), which is not distributed as earned, 


would correct the serious twofold inequality in our taxes 
on business profits if accompanied by a repeal of the present 
corporate income tax, the capital stock tax, the related ex- 
cess profits tax and the present exemption of dividends from 
the norma! tax on individual incomes. The rate on undis- 
tributed corporate income should be graduated and so fixed 
as to yield approximately the same revenue as would be 
yielded if corporate profits were distributed and taxed in 
the hand of stockholders. 


Such revision of our corporate taxes would effect great 
simplification in tax procedure, in corporate accounting and 
in the understanding of the whole subject by the citizens 
of the nation. It would constitute distinct progress in tax 
reform. 


The Treasury Department will be glad to submit its 
estimates to the Congress showing that this simplification 
and removal of inequalities can, without unfairness, be put 
into practice so as to yield the full amount of $620,000,000 
—the amount I have indicated above as being necessary. 


Turning to the temporary revenue needs of the Gov- 
ernment, there is the item of $517,000,000, which affects 
principally the current fiscal year. This amount must in 
some way be restored to the Treasury, even though the proc- 
ess of restoration might be spread over two years or three 
years. 

In this case also the formulation of taxes lies wholly 
in the discretion of the Congress. I venture, however, to 
call your attention to two suggestions. 

The first relates to the taxation of what may well be 
termed a windfall received by certain taxpayers who shifted 
to others the burden of processing taxes which were im- 
pounded and returned to them or which otherwise have 
remained unpaid. In unequal position is that vast number 
of other taxpayers who did not resort to such court action 
and have paid their taxes to the Government. By far the 
greater part of the processing taxes was in the main either 
passed on to consumers or taken out of the price paid pro- 
ducers. 

The Congress recognized this fact last August and 
provided in section 21 (D) of the Agricultural Adjust- 
ment Act that, in the event of the invalidation of the proc- 
essing taxes, only those processors who had borne the burden 
of these taxes should be permitted to receive refunds. The 
return of the impounded funds and failure to pay taxes that 
were passed on result in unjust enrichment, contrary to the 
spirit of that enactment. 

A tax on the beneficiaries unfairly enriched by the re- 
turn or non-payment of this Federal excise would take a 
major part of this windfall income for the benefit of the 
public. Much of this revenue would accrue to the Treasury 
during the fiscal years 1936 and 1937. 

The other suggestion relates to a temporary tax to yield 
the portion of five hundred and seventeen million dollars not 
covered by the windfall tax. Such a tax could be spread 
over two years or three years. An excise on the processing of 
certain agricultural products is worth considering. By in- 
creasing the number of commodities so taxed, by greatly 
lowering the rates of the old processing tax and by spread- 
ing the tax over two or three years, only a relatively light 
burden would be imposed on the producers, consumers or 
processors. 
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The Nation’s Relief Program 


By PRESIDENT FRANKLIN D. ROOSEVELT 





Sent to Congress March 18, 1936 


O the Congress of the ‘Jnited States: 
In my budget message of Jan. 3, 1936, I reserved 
making a recommendation for an appropriation for 
the relief of unemployment, stating that an estimate and 
recommendation could be better made at a later date. I am 
now prepared to submit such a recommendation, and this 
message should be regarded as supplemental to the budget 
message. 

In asking the Congress for an appropriation to meet the 
needs of the destitute unemployed during the coming fiscal 
year, certain facts should be clearly set forth. 

(1) Since the Spring of 1933, there has been a gain 
in re-employment in each successive year. At least 5,000,- 
000 more people were at work in December, 1935, than in 
March, 1933. 

(2) In spite of these great gains, there are at present 
approximately 5,300,000 families and unattached persons 
who are in need of some form of public assistance—3,800,- 
000 families and unattached persons on the works program 
and 1,500,000 on local and State relief rolls. Every think- 
ing person knows that this problem of unemployment is the 
most difficult one before the country. 

(3) These figures, large as they are, do not of course 
include all those who seek work in the United States. In 
none of these figures is included the many unemployed who 
are not on relief but who are experiencing great difficulties 
in maintaining independent support. Neither are there in- 
cluded many others not on the relief rolls who are content 
with occasional employment; nor some who are so consti- 
tuted that they do not desire to work; nor many young 
people who cannot get work and are obliged to share the 
livelihood earned by their parents. Because of the impos- 
sibility of an exact definition of what constitutes unemploy- 
ment, no figures which purport to estimate the total unem- 
ployed in the nation can be even approximately accurate. 

(4) Nearly all the 1,500,000 unemployable families 
or unemployable unattached persons are being cared for 
almost wholly from State or local funds. A very small num- 
ber of these families or individuals have begun to receive a 
comparatively small amount of Federal aid under the provi- 
sions of the Social Security Act. 

The foregoing figures indicate the problem before us. 
It is a problem to be faced not merely by the Congress and 
the Executive, not merely by the representatives of govern- 
ment in the States and localities, but by all of the American 
people. It is not exclusively the problem of the poor and 
the unfortunate themselves. It is more particularly the 
problem of those who have been more fortunate under our 
system of government and our economy. 

It will not do to say that these needy unemployed must 
or should shift for themselves. It will not be good for any 
of us to take that attitude. Neither will it do to’say that 
it is a problem for the States and the localities. If we con- 
cede that it is primarily the duty of each locality to care 
for its destitute unemployed, and that if its resources are 
inadequate it must then turn to the State for help, we must 
still face the fact that the credit and the resources of local 
governments and States have been freely drawn upon in the 





last few years and they have not been sufficient. 

It has been said by persons ignorant or careless of the 
truth that Federal relief measures have encouraged States, 
counties and municipalities to shirk their duty and shift 
their financial responsibilities to the Federal Government. 
The fact is that during 1935 State and local governments 
spent $466,000,000 for emergency relief, which was 13 per 
cent more than these governmental bodies spent in 1934; 
49 per cent more than they spent in 1933, and 58 per cent 
more than they spent in 1932. Let it also be noted that 
the great majority of State and local governments are today 
taking care not only of the 1,500,000 unemployables, but 
are also contributing large amounts to the Federal works 
program. 

To expect that States and municipalities should, at the 
present time, bear a vastly increased proportion of the cost 
of relief is to ignore the fact that there are State constitu- 
tional limitations, and the fact that most of our counties 
and municipalities are only now emerging from tax delin- 
quency difficulties. Let us further remember that by far 
the largest part of local taxes is levied on real estate. To 
increase this form of tax burden on the small property own- 
ers of the nation would be unjustified. It is true that some 
States, fortunately few, have taken an undue advantage of 
Federal appropriations, but most States have cooperated 
whole-heartedly in raising relief funds, even to the extent of 
amending State Constitutions. It is not desired in the next 
fiscal year to encourage any States to continue to shirk. 
The Federal Government cannot maintain relief for unem- 
ployables in any State. 

The Federal Government, then, faces the responsibility 
of continuing to provide work for the needy unemployed who 
cannot be taken care of by State and local funds. 

During the current fiscal year the cost of relief actually 
paid out of the Treasury will amount to approximately 
$3,500,000,000. 

During the next fiscal year, 1937, more than $1,000,- 
000,000 will be spent out of the Treasury from prior year 
appropriations. Practically all of these expenditures will 
be from allocations made to large projects which could not 
possibly be completed within this fiscal year. In addition 
to this amount, the budget contains estimated expenditures 
aggregating $600,000,000 from appropriations recommended 
for the Civilian Conservation Corps and various public 
works. 

If to this total of $1,600,000,000 there were added 
$2,000,000,000, to be expended for relief in the fiscal year 
1937, the total for this purpose, would just about equal the 
amount that is being now expended in the fiscal year 1936. 
An appropriation in this amount would be within the limit 
set by the budget message and would in ecect, provide for 
the third successive year a reduction in the deficit. 

This statement as to the budget program, of course, 
depends upon the action of the Congress with respect to 
the substitute taxes, the reimbursement taxes and the new 
taxes which I have recommended to replace the lost revenues 
and to supply the new revenue made necessary by the decision 
of the Supreme Court invalidating the Agricultural Adjust- 
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ment Act and by the action of the Congress in appropriating 
for the immediate payment at the 1945 value of the veterans’ 
adjusted service certificates. This latter action, as you will 
recall, requires additional revenue in the amount of $120,- 
000,000 annually for nine years. The agricultural program 
requires annual substitute taxes of $500,000,000, and there 
must be raised within the next three years $517,000,000 of 
revenue to reimburse the Treasury for processing taxes lost 
in this fiscal year by reason of the Supreme Court’s decision. 

I am, however, not asking this Congress to appropriate 
$2,000,000,000. 

I am asking only for an appropriation of $1,500,000,000 
to the Works Progress Administration. It will be their 
responsibility to provide work for the destitute unemployed. 
This request, together with those previously submitted to the 
Congress to provide for the Civilian Conservation Corps 
and certain public works will, if acted upon favorably by 
the Congress, give security during the next fiscal year to 
those most in need, on condition, however, that private em- 
ployers hire many of those now on relief rolls. 

The trend of reemployment is upward. But this trend, 
at its present rate of progress, is inadequate. I propose, 
therefore, that we ask private business to extend its opera- 
tions so as to absorb an increasing number of the unemployed. 

Frankly, there is little evidence that large and small 
employers by individual and uncoordinated action can absorb 
large numbers of new employes. A vigorous effort on a 
national scale is necessary by voluntary, concerted action of 
private industry. 

Under the National Recovery Administration, the na- 
tion learned the value of shorter hours in their application 
to 2 whole industry. In almost every case, the shorter hours 
were approved by the great majority of individual operators 
within the industry. To the Federal Government was given 
the task of policing against the minority who came to be 
known as “chiselers.” It was clear that “chiseling” by a 
few would undermine and eventually destroy the large, 
honest majority. But the public authority to require the 
shorter hours agreed upon has been seriously curtailed by 
limitations recently imposed by the Supreme Court upon 
Federal as well as State powers. 

Nevertheless, while the provisions of the anti-trust laws, 
intended to prohibit restraint of trade, must and shall be 
fully and vigorously enforced, there is nothing in these or 
any other laws which would prohibit managers of private 
business from working together to increase production and 
employment. Such efforts would indeed be the direct op- 
posite of a conspiracy in restraint of trade. Many private 


employers believe that if left to themselves they can accom- 
plish the objectives we all seek. 

We have learned the difficulties of attempting to reduce 
hours of work in all trades and industries to a common level 
or to increase all wage payments at a uniform level. But 
in any single industry we have found that it is possible by 
united action to shorten hours, increase employment, and at 
the same time, maintain weekly, monthly or yearly earnings 
of the individual. It is my belief that if the leaders in each 
industry will organize a common effort to increase employ- 
ment within that industry, employment will increase sub- 
stantially. 

In so far as their efforts are successful, the cost to the 
Federal Government of caring for the destitute unemployed 
will be lessened, and, if the employment gains are substantial 
enough, no additional appropriation by the next Congress 
for the fiscal year 1937 will be necessary. 

The ultimate cost of the Federal Works Program will 
thus be determined by private enterprise. Federal assistance 
which arose as a result of industrial disemployment can be 
terminated if industry itself removes the underlying condi- 
tions. Should industry cooperatively achieve the goal of re- 
employment, the appropriation of $1,500,000,000, together 
with the unexpended balances of previous appropriations, 
will suffice to carry the Federal Works Program through . 
the fiscal year 1937. Only if industry fails to reduce sub- 
stantially the number of those now out of work will another 
appropriation and further plans and policies be necessary. 

It is the task of industry to make further efforts toward 
increased output and employment; and I urge industry to 
accept this responsibility. I present this problem and this 
opportunity definitely to the managers of private business; 
and I offer in aid of its solution the cooperation of all the 
appropriate departments and agencies of the Federal Gov- 
ernment. 

My appeal is to the thinking men who are assured of 
their daily bread. However we may divide along the lines 
of economic or political faith, all right-minded Americans 
have a common stake in extending production, in increasing 
employment and in getting away from the burdens of relief. 

Those who believe that government may be compelled 
to assume greater responsibilities in the operation of our in- 
dustrial system can make no valid objection to a renewed 
effort on the part of private enterprise to insure a livelihood 
to all willing workers. Those, on the other hand, who be- 
lieve in complete freedom of private control without any 
government participation should earnestly undertake to dem- 
onstrate their effectiveness by increasing employment. 


Two Questions 


By W. J. CAMERON, of the Ford Motor Co. 


Broadcast over the Nation-wide Network of the Columbia Broadcasting System from Orchestra Hall, 
Detroit, March 22, 1936 


UR remarks tonight are suggested by two questions 
that have been received. 


The first question is:—“Do you approve the return 
of the relief burden to the States?” Yes. We proposed 
it in our New Year’s address of December 30, 1934, when 
we said, “If the cities would take themselves off the back of 
the State; if the States would take themselves off the back 


of the Federal Government, all of them would find their 
own burdens less. For the more heavily we lean on Gov- 
ernment for support, the more heavily must Government 
lean on us for the very support we demand of it.” It was 
a mistake to permit the National Government to assume the 
burden of local relief. It was a mistake for the local com- 
munity to accept exemption from so obvious a responsibility. 
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Competent groups in each community were thus relieved of 
their bounden duty to face and feel the elemental pressure 
that was upon the people; to understand and sympathize and 
therefore equip themselves not only to alleviate distress, but 
prevent it. Merely distributing Washington money was not 
and is not meeting the challenge of these times. A great 
opportunity to focus community intelligence, not on Relief 
only, but also on Recovery, has been lost. In the end it 
was Washington that first came to its senses and said, “This 
sort of thing can’t go on,” and Washington was right. 
Now that the burden is being partly put back where it be- 
longs, we must accept it. The harder it presses, the harder 
we will go to work to find a constructive way out. It is 
regrettable that business and the people were not the first 
to insist on it. 

That question touches community honor and public pol- 
icy. The second question concerns a legislative proposal 
which is expected to accomplish an economic result. <A cor- 
respondent asks: “Isn’t it true that if business surplus had 
been spent when earned, it would have prevented the de- 
pression?” 

The answer is, “No.” A popular and political error 
regards surpluses as piles of cash which may easily be shov- 
eled out of business offices, into the Treasury at Washington. 
But many surpluses today are made up of property and 
productive assets, without any cash at all. Take the Ford 
Motor Company for example—approximately two-thirds of 
its surplus is represented by buildings, machinery and mater- 
ials; that portion of it represented by immediately available 
working cash capital would suffice to operate the business for 
about 24 months if normal expenditures continued and all 
income stopped. Americans find it hard to realize that 
as a nation we save hardly anything. What we save looks 
large in figures; it is small compared with the bulk of 
which it is the residue. In 1922, American business spent 








961% per cent of its income. In 1923, it spent 97! per 
cent. In 1925, it spent 9614 per cent. In 1927, it spent 
98% per cent. In 1929, the so-called “big year,” it spent 
97 per cent. It must be evident that a reserve of from 2 
to 34%4 per cent would have no influence whatever either in 
bringing on or preventing a depression. No authority claims 
that business savings have been too large; every authority 
regards them as national insurance. In 1929, American fam- 
ilies and individuals had saved 15 billion dollars; corporate 
savings for that year were 2 billions. Did it injure the 
country that American families had a nest egg of 15 billions? 
Should it have been taken away from them? Yet that is 
the argument against corporate savings which are gathered 
to be used. Had enjoyment been their purpose, they would 
not have been saved. As it was, the slowly gathered busi- 
ness savings of nine years preceding 1929 were more than 
spent in the three years immediately following. Had busi- 
ness and family savings not existed, things would have been 
seriously worse. Had they been larger, conditions would 
not have been nearly so bad. 

If it is now the wisdom of our Government to abolish 
this form of national insurance, that is a matter for the 
people to consider. It involves every citizen. Those who in 
pathetic innocence would like to see the big ones “soaked” 
may not know it yet, but they would be next in line. The 
proposed tax law would seize industrial surpluses and force 
industry into borrowing; but the surpluses accumulated by 
the money-lenders as the profits from this forced borrowing 
are not to be touched by the proposed law. That fact alone 
should open many eyes. Why this antagonism to reserves 
that work ?—to reserves that keep industry free of financial 
dictatorship ? 

In a talk like this we can only set forth the facts— 
but it is with facts that Government and people must finally 
deal. 


The Tragedy of the Highways 


By REPRESENTATIVE EDITH NOURSE ROGERS, of Massachusetts 


Broadcast over a National Broadcasting Company network, during the program “Congress Speaks”, January 31, 1936 


ject “The Tragedy of the Highways”. Since then 

I have received letters from all over the country, 

from hundreds of persons, urging that action be taken at once 
to relieve the situation. I wish each and every one of you 
could read those letters. Some of them are pathetic, for 
they come from those who have lost loved ones. ‘They are 
eager to encourage any step which will prevent others suf- 
fering the pain and anguish they themselves have experienced. 
Since the first of December it is conservative to estimate 

that fifty-four hundred men, women and children have died 
as the result of automobile fatalities. One hundred lives a 
day—every day—one life every fifteen minutes. Death is still 
at the wheel. No one expects that legislation will stop this 
terrible slaughter. We do know, however, that if the state 
traffic regulations were uniform in their provisions, enforce- 
ment would be simplified, those who are physically or men- 
tally unfit to drive would be taken off the highways (in the 


() N December eighth I spoke over the radio on the sub- 


words of one official, there are too many thirty horsepower 
brains driving ninety horsepower motors), headlight glare in 
night driving would be controlled, street lighting would be 
improved, wild speed would be reduced, brakes would be 
tested regularly—and the ultimate result would be a les- 
sening of the number of accidents. 

On December 18th last, an Accident Prevention Con- 
ference was called by our humane Secretary of Commerce, 
Daniel C. Roper. It met in Washington and laid out a pro- 
gram dealing chiefly with causes of accidents and suggested 
remedies for them. Two high points of the conference pro- 
gram appeal particularly to me. One is that the conference 
is seeking to meet immediate problems with educational ma- 
terial. The other is that of attempting to obtain uniform 
vehicle regulations throughout the United States. A com- 
mittee on this work has been set up, with my distinguished 
and very able colleague, Representative Emmet O’Neal of 
Kentucky, as its chairman. Mr. Labert St. Clair, Transpor- 
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tation Assistant to the Secretary of Commerce, was appointed 
Director of Activities of the Conference. Today I am talking 
solely of the motor fatality phase of the problem, and at a 
later date I intend to take up the other phases of the matter. 


Gradually, America is awakening to the fact that no 
one is exempt from the dangers of the road. My only sur- 
prise is that it has taken so long to formulate a plan and to 
get it started. Over a year has elapsed since my bill was 
introduced in Congress. This measure calls for a study and 
research of traffic conditions and measures for their improve- 
ment. The bill does not call for the creation of new de- 
partments—only existing facilities will be used—the money 
is available, the organization is there and ready to go ahead as 
soon as authorization to do so is granted. States rights will 
not be interfered with by this measure. The sad part of it 
all is not that just a year has been wasted. During that year 
more than 36,000 lives have been lost by automobile accidents. 
That is the terrible part.. For some of these lives could have 
been saved. It appears that the 1935 figures will show an 
increase over 1934. The 1935 total will probably be very 
close to 36,400 with a corresponding increase in permanent 
disabilities and injuries. 

In 1934 there were 36,000 automobile fatalities. But 
there is another side to the picture. In addition to those 
deaths, you must consider the 105,000 persons who were 
permanently disabled and the 1,500,000 temporarily incapaci- 
tated. Think of the mental and physical suffering involved. 
Aside from this, there is the economic loss, and that is esti- 
mated at one billion, five hundred and eighty millions of 
dollars. It is so shocking, so staggering, when one has the 
figures before him, that it seems as if the country were be- 
coming calloused and human life becoming cheap. 


We all shudder at the thought of war. The traffic fa- 
tality situation is far worse than any war the United States 
has ever fought. Figures were given recently which show 
that in all the conflicts our country has had, from the Revo- 
lutionary War down to and including the late World War, 
244,357 lives were lost. The period of time covered by 
those wars was approximately one hundred and fifty years. 
Compare the traffic fatalities of only fifteen years with this, 
and you find that 389,000 men, women and children have been 
killed in or by automobiles. We need neutrality on our 
highways. 

The average person goes on his way confidently, with 
the feeling he is perfectly safe, but here and there the light- 
ning strikes each day and he is either killed or kills. His 
whole life picture and that of his family are completely 
changed. The family never forgets his death if he is killed— 
he never forgets the fact he has killed somebody. That 
horror will be with him always—and it is infinitely greater 
if it be his own fault. 


The public authorities have responded in bringing this 
picture more and more before the public eye. However, when 
you compare what was done in the way of publicity in depict- 
ing the horrors of the World War, when only 38,000 Ameri- 
can lives were lost during the entire conflict, the fatalities 
of last year, which were two thousand less, enough has not 
been done. 


Some of the American indifference to this crashing, 
smashing death is vanishing, however. A great deal of fine, 
intelligent and valuable research work has been done. It has 
been determined that from twelve midnight to one o'clock 
in the morning, the hazard is nine times as great as from 
twelve to one in the middle of the day, in proportion to the 
amount of travel. Similarly, the average accident hazard 
between 6:00 P.M. and 6:00 A.M. is four times as great 
as that between 6:00 A.M. and 6:00 P.M. 

We are gradually getting somewhere with the prob- 
lem. We are finding out the facts. What we need now is 
legislation to put this knowledge to use. The manufacturers 
have become interested and have set up a number of com- 
mittees which are to deal with important aspects of the traf- 
fic problem. They have just announced a large scale co- 
operative plan of safety work, one of its items providing for 
fifteen fellowships in the Traffic Research Bureau of Har- 
vard University. 

State and municipal authorities are increasing their ac- 
tivities; grade crossing elimination is being carried forward 
all over the country—fifteen hundred of these death traps will 
be made safe in the coming year. Educational programs are 
being set up, many of them modeled on the Milwaukee 
Plan, which has worked out so successfully. That plan, con- 
trolled by a commission, with the very hearty cooperation 
of the Police Department, has made Milwaukee the safest 
city in the United States. It is not a complicated program 
and much of its success comes from the fact that the com- 
mission is made up of twelve men, each of whom is an expert 
in his own particular field, each realizing just what the situ- 
ation demands. As a result, the public schools have a course 
of study embracing all phases of the traffic problem from 
driver training to law enforcement. The Police Department 
works closely with the commission. There is no ticket-fixing 
in Milwaukee. 

Safety studies should be a part of the curriculum of 
all schools. There is a great opportunity for activity of this 
nature in the organizations of the Boy Scouts, the Girl 
Scouts, and the Campfire Girls. With their eager enthusiasm 
they can be of wonderful help. It is a tremendous challenge 
to the youth of America. Arrangements have been completed 
for introducing general accident prevention courses in the 
CCC camps. If these 421,000 young men are taught the 
principles of safety, an army of most useful safety leaders 
soon can be established. 

With all these agencies at work, anxious as they are for 
a betterment of the conditions, the one most crying need 
at the present moment is for uniformity of traffic laws. The 
demand for this is national. This is borne out by the result 
of the nation-wide poll conducted recently by the American 
Institute of Public Opinion. Last Sunday’s Washington Post 
printed the figures on this poll. It showed that ninety-five 
per cent of the voters agree that there must be uniform traf- 
fic laws and regulations in all states. In a day or two I am 
introducing another bill in Congress that takes in a broader 
scope than my previous one. I am glad to see more persons 
taking interest daily in the safety problem. It is only through 
such interest that we can master the situation. Instead of 
death at the wheel, let us have safety at the wheel. 





